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Public  Accounts  1997-98 


PREFACE 

The  Public  Accounts  of  Alberta  are  prepared  in  accordance  with  the  Financial 
Administration  Act  and  the  Government  Accountability  Act.  The  Public  Accounts 
consist  of  the  annual  report  of  the  Province  of  Alberta  and  the  annual  reports  of  each  of 
the  18  Ministries.  Commencing  this  fiscal  year,  ministry  annual  reports  required  under 
the  Government  Accountability  Act  replace  volumes  2,  3,  and  4 of  the  Public  Accounts 
prepared  in  previous  years. 

The  annual  report  of  the  Province  of  Alberta  contains  the  consolidated  financial 
statements  of  the  province  and  a comparison  of  the  actual  performance  results  to  desired 
results  set  out  in  the  government's  business  plan,  including  a message  from  the 
Provincial  Treasurer.  The  province's  audited  consolidated  financial  statements  include 
the  accounts  of  government  entities  consisting  of  departments  (all  departments 
combined  form  the  General  Revenue  Fund,  revolving  funds,  the  Alberta  Heritage 
Savings  Trust  Fund  and  other  regulated  funds,  provincial  agencies  and  Crown- 
controlled  corporations. 

This  annual  report  of  the  Ministry  of  Science,  Research  and  Information  Technology 
contains  the  audited  consolidated  financial  statements  of  the  ministry  and  a 
comparison  of  actual  performance  results  to  desired  results  set  out  in  the  ministry's 
business  plan,  including  a message  from  the  Minister.  The  ministry's  audited 
consolidated  financial  statements  include  the  accounts  of  the  Ministry  of  Science, 
Research  and  Information  Technology,  revolving  funds,  regulated  funds,  provincial 
agencies  and  Crown-controlled  corporations  for  which  the  Minister  is  responsible. 

The  financial  statements  of  each  of  these  component  entities  of  the  ministry  are  also 
included  in  this  annual  report. 

This  annual  report  includes,  either  as  a separate  report  or  as  part  of  financial 
statements,  the  reports  or  statements  prepared  pursuant  to  the  Financial 
Administration  Act,  to  the  extent  that  the  ministry  has  anything  to  report.  A summary 
of  expenditures  under  each  appropriation  in  the  ministry,  as  required  by  the 
Government  Accountability  Act,  is  included  in  the  financial  statements  of  the 
ministry. 

Financial  information  relating  to  the  Alberta  Research  Council,  and  the 
Alberta  Heritage  Foundation  for  Medical  Research  is  also  included  in  this 
annual  report  as  supplementary  information. 


2 


- 


- 


Minister's  Accountability  Statements 


"The  Ministry’s  Annual  Report  for  the  year  ended  March  31, 1998  was 
prepared  under  my  direction  in  accordance  with  the  Government 
Accountability  Act  and  the  government's  accounting  policies.  All  of  the 
government's  policy  decisions  as  at  March  31, 1998  with  material 
economic  or  fiscal  implications  of  which  I am  aware  have  been 
considered  in  the  preparation  of  this  report." 


Dr.  Lome  Taylor 

Minister  Responsible  for  Science,  Research, 
and  Information  Technology 
September  30,  1998 
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Message  from  the  Minister 


This  has  been  an  eventful  and 
significant  year  for  science  and  research 
in  Alberta,  a year  filled  with  positive 
action.  Through  a combination  of 
efforts,  the  government's  focus  on 
Alberta's  innovation  system  has  begun 
to  bear  fruit. 

In  September  1997,  the  Alberta  Science 
and  Research  Authority  (ASRA) 
published  a draft  strategy  for  Alberta's 
innovation  system.  This  document, 
"Sustaining  the  Alberta  Advantage",  has 
shaped  much  of  the  thinking  in 
government  regarding  innovation  in 
Alberta  during  the  past  six  months. 
ASRA  presented  a vision  of  growing 
Alberta's  "Innovation-Based  Economy" 
from  its  present  7%  of  the  economy  to 
25%  by  2020.  This  would  mean 
sustainable  employment  opportunities 
for  more  than  450,000  Albertans  in  the 
value-added  resource-based  industries 
and  non-resource-based  high- 
knowledge  manufacturing  industries. 
Alberta's  innovation  strategy  establishes 
the  goal  of  achieving  an  R&D 
investment  by  industry  in  Alberta  of  $2 
billion  and  a total  R&D  Investment  of  $3 
billion  by  2010. 

This  year  has  been  marked  by  a 
significant  upswing  in  investment  by 
the  provincial  government  in  science 
and  research.  Hie  Alberta  Science  and 
Research  Fund  was  created  with  $5 
million  to  invest  in  new  science  and 
research  initiatives.  The  legislature 
approved  an  increase  in  this  fund  to  $15 
million  for  FY  1998/99.  The  Intellectual 
Infrastructure  Partnership  Program 
(IIPP)  was  created  in  the  Department  of 
Advanced  Education  and  Career 
Development,  with  core  funding  of  $15 
million,  to  inject  much  needed  funds 
into  the  research  infrastructure. 


Through  the  efforts  of  ASRA,  the 
government  has  increasingly  come  to 
recognize  the  opportunities  for  Alberta 
and  the  special  needs  of  the  emerging 
"knowledge-based  economy".  Nearly 
every  other  province  in  Canada  has 
sought  to  grow  this  vital  new  pillar  of 
the  economy  through  tax  incentives. 

The  challenge  for  Alberta  has  been  to 
find  a way  to  foster  the  growth  of  the 
"knowledge-based  economy"  in  the  face 
of  intense  interprovindal  competition 
while  remaining  consistent  with 
provincial  fiscal  policy.  This  effort  has 
been  a major  thrust  of  the  Ministry  for 
the  past  year. 

Another  significant  event  for  the 
Ministry  was  passage  of  the  Alberta 
Science,  Research,  and  Technology 
Authority  Act.  This  Act  will 
consolidate  the  two  major  agencies 
within  the  Ministry,  the  Alberta  Science 
and  Research  Authority  (ASRA)  and  the 
Alberta  Research  Council  (ARC)  under  a 
single  Board  of  Management.  In 
anticipation  of  this  event,  board 
members  from  the  two  boards  have 
been  cross  appointed  to  begin  the  task 
of  operating  as  one  board. 

This  past  year  has  seen  the  Ministry  take 
on  responsibility  for  intergovernmental 
science  and  technology  relationships.  A 
regular,  formal  consultation  process 
involving  federal  and  provincial 
technology  and  industry  Ministries  has 
been  initiated  during  this  year.  Alberta, 
represented  by  the  president  of  the 
Alberta  Science  and  Research  Authority 
and  the  Deputy  Minister  of  Alberta 
Economic  Development,  is  having  an 
impact  at  a national  level  through  this 
process.  I have  begun  a dialogue  with 
the  Honorable  R.  Duhamel,  the 
Secretary  of  State  for  Science  and 
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Technology  in  the  federal  cabinet,  that  I 
am  confident  will  lead  to  an  increased 
Federal  investment  in  research  in 
Alberta.  To  this  end  I was  very  pleased 
that  the  first  phase  of  the  current 
Western  Economic  Partnership 
Agreement  (WEPA)  has  invested 
$17.5  million  on  research  and 
technology  in  Alberta. 

During  this  past  year,  the  Ministry  has 
taken  on  the  new  responsibility  for 
information  technology  under  my 
direction.  The  Board  of  the  Alberta 
Science  and  Research  Authority 
initiated  a consultation  that  will  lead  to 
an  ICT  strategy  for  Alberta.  I look 
forward  to  receiving  this  important 
advice  from  ASRA  during  the  first  six 
months  of  FY  1998/99. 

The  Ministry  of  Science,  Research,  and 
Information  Technology  has  been 
working  to  ensure  that  the  province's 
health  research  infrastructure  is  effective 
in  supporting  the  needs  of  the  system. 
Beginning  this  year,  the  Alberta 
Heritage  Foundation  for  Medical 
Research  reports  through  this  ministry. 
During  1997,  Alberta  established  the 
Health  Research  Strategy  Advisory 
Group  to  provide  coordination  and 
strategic  advice  to  Government  on 
issues  related  to  health  research  in  the 
province.  ASRA  has  played  a key  role 
in  establishing  this  important  body. 

The  Alberta  Research  Council  has  had 
another  highly  successful  year.  The 


merger  with  the  Alberta  Environmental 
Centre  has  proceeded  well,  with  the 
programs  of  the  two  organizations 
becoming  increasingly  integrated.  ARC 
projects  increased  economic  impact  of 
$130  million,  well  in  advance  of  the  level 
projected  in  their  business  plan. 

This  past  year  saw  a changing  of  the 
guard  at  the  Alberta  Research  Council. 
Dr.  George  Miller  handed  over  the  reins 
as  acting  CEO  and  Managing  Director  to 
John  McDougall.  Dr.  Miller's 
stewardship  of  Canada's  premier 
provincial  research  organization  during 
the  past  year  has  made  a significant 
contribution  to  the  ongoing  evolution  of 
ARC. 

As  you  will  see  from  this  report,  it  has 
been  a busy  and  eventful  year  for  the 
Ministry  of  Science,  Research,  and 
Information  Technology.  I look  forward 
to  building  in  future  years  on  the 
momentum  established  during  1997/98 
to  further  enhance  the  contribution  of 
Alberta's  Innovation  System  to  the 
sustainable  prosperity  and  quality  of  life 
of  all  Albertans. 


Dr.  Lome  Taylor 
Minister 
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Management’s  Responsibility  for  Reporting 


The  Ministry  of  Science,  Research  and  Information  Technology  includes: 

• The  Alberta  Science  and  Research  Authority 

• The  Science  and  Research  Fund 

• The  Alberta  Research  Council 

• The  Alberta  Heritage  Foundation  for  Medical  Research 

The  executives  of  the  individual  entities  within  the  ministry  have  the  primary 
responsibility  and  accountability  for  the  respective  entities.  Collectively,  we  ensure  the 
ministry  complies  with  all  relevant  legislation,  regulations  and  policies. 

Ministry  business  plans,  annual  reports,  performance  results  and  the  supporting 
management  information  are  integral  to  the  government's  fiscal  and  business  plans, 
annual  report,  quarterly  reports  and  other  financial  performance  reporting. 

Responsibility  for  the  integrity  and  objectivity  of  the  consolidated  financial  statements 
and  performance  results  for  the  ministry  rests  with  the  Minister  Responsible  for  Science, 
Research  and  Information  Technology.  Under  the  direction  of  the  Minister,  I oversee  the 
preparation  of  the  ministry's  annual  report,  including  consolidated  financial  statements 
and  performance  results.  The  consolidated  financial  statements  are  prepared  in 
accordance  with  the  government's  stated  accounting  policies. 

As  President,  in  addition  to  program  responsibilities,  I establish  and  maintain  the 
ministry's  financial  administration  and  reporting  functions.  The  ministry  maintains 
systems  of  financial  management  and  internal  control  that  give  consideration  to  costs, 
benefits,  and  risks  and  that  are  designed  to: 

• provide  reasonable  assurance  that  transactions  are  properly  authorized,  executed 
in  accordance  with  prescribed  legislation  and  regulations,  and  properly  recorded 
so  as  to  maintain  accountability  of  public  money, 

• provide  information  to  manage  and  report  on  performance, 

• safeguard  the  assets  and  properties  of  the  Province  under  ministry 
administration, 

• provide  Executive  Council,  Treasury  Board,  the  Provincial  Treasurer  and  the 
Minister  any  information  needed  to  fulfil  their  responsibilities,  and 

• facilitate  preparation  of  ministry  business  plans  and  annual  reports  required 
under  the  government  Accountability  Act. 

In  fulfilling  my  responsibilities  for  the  ministry,  I have  relied,  as  necessary,  on  the 
executive  of  the  individual  entities  within  the  ministry. 


President 

Alberta  Science  and  Research  Authority 
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Overview 


Mission 

The  mission  of  Science,  Research  and 
Information  Technology  (SRIT)  is  to 
enhance  the  contribution  of  Alberta's 
Innovation  System  to  the  sustainable 
prosperity  and  quality  of  life  of  all 
Albertans. 

Contribution  of  the  Innovation 
System 

Alberta's  "Innovation  System"  creates 
new  ideas  and  applies  knowledge  to 
generate  new  products  and  services  that 
improve  the  quality  of  Alberta's 
economy,  communities,  and 
environment.  At  the  heart  of  the 
innovation  system  are  the  thousands  of 
creative,  imaginative  people  working  in 
hundreds  of  institutions  and  businesses 
across  the  province.  The  system 
embodies  not  only  research  and 
development,  but  also  the 
dissemination,  commercialization,  and 
application  of  knowledge  and 
technology.  Government,  universities, 
hospitals,  and  private  enterprises  all 
play  important  roles  in  converting 
research  and  technology  into  products 
and  services  that  produce  socio- 
economic benefit  for  Albertans. 

Specifically,  SRIT's  objectives  are: 

• To  enhance  the  R&D  investment  by 
all  sectors  of  the  Alberta  economy. 

• To  cause  an  increase  in  the 
commercialization  and  application 
of  the  results  of  R&D  in  Alberta. 

• To  cause  an  increase  in  the 
effectiveness  and  efficiency  of  R&D 
investments  by  the  Alberta 
government. 


Core  Businesses 

The  Ministry  of  Science,  Research,  and 
Information  Technology  (SRIT)  carries 
out  its  mission  through  five  core 
businesses: 

• Providing  Strategic  Leadership  for 
Alberta's  Science  and  Research 
System 

SRIT  is  responsible  for  developing 
policy  to  improve  the  Province's 
innovation  system.  The  Alberta 
Science  and  Research  Authority 
(ASRA)  advises  the  Minister 
Responsible  for  Science,  Research 
and  Information  Technology  on 
policy  and  priorities  to  enhance  the 
effective  utilization  of  the 
Government's  investment  in  science 
and  research,  and  the  science  and 
research  infrastructure. 

• Investing  in  strategically  important 
science  and  research  initiatives 

ASRA  is  responsible  for  the 
identification,  development,  and 
implementation  of  strategic,  high- 
value,  science  and  research 
initiatives.  ASRA  makes 
recommendations  to  the  Minister 
regarding  investments  from  the 
Alberta  Science  and  Research  Fund. 

• Operating  elements  of  Alberta's 
R&D  performing  and  technology 
transfer  infrastructure. 

The  Alberta  Research  Council  (ARC) 
is  the  primary  performing  element 
of  the  R&D  infrastructure  within 
SRIT. 

Responsibility  for  the  act  governing 
the  Alberta  Heritage  Foundation  for 
Medical  Research  (AHFMR)  was 
transferred  from  the  Minister  of 
Economic  Development  to  the 
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Minister  by  Order  in  Council  dated 
June  25, 1997. 

Responsibility  for  Alberta's 
investment  in  TRLabs  was 
transferred  from  Alberta  Economic 
Development  to  SRIT  in  December 
1997. 

• Providing  Strategic  Leadership  for 
Information  Technology  in  Alberta 

The  Minister  Responsible  for  SRIT 
has  the  mandate  to  represent  the 
Province  in  interprovincial  and 
national-level  information- 
technology  issues. 

• Representing  Alberta  in 
Intergovernmental  Science  and 
Research  matters. 

The  Minister  Responsible  for  SRIT 
has  the  mandate  to  represent  the 
Province  in  interprovincial  and 
national  level  Science  and  Research 
issues.  This  includes  responsibility 
for  the  MOU,  "The  Coordination  of 
Science  and  Technology  Initiatives 
for  Western  Economic 
Development",  and  liaison  with  the 
Council  of  Science  and  Technology 
Ministers. 


Entity  Overview 

The  five  core  businesses  of  the  Ministry 
of  Science,  Research  and  Information 
Technology  are  delivered  through  four 
entities  in  addition  to  the  Minister's 
office.  The  three  entities  that  make  up 
the  Ministry  include  two  crown 
agencies,  the  Alberta  Science  and 
Research  Authority  and  the  Alberta 
Research  Council,  and  one  legislated 
fund,  the  Alberta  Science  and  Research 
Fund.  The  other  entity,  the  Alberta 
Heritage  Foundation  for  Medical 
Research  is  an  independent  agency  that 
reports  through  the  Minister  to  the 
Alberta  Legislature. 
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Alberta  Science  and  Research  Authority  (ASRA) 


The  main  function  of  ASRA  is  to 
stimulate  science  and  research  and 
encourage  a strong  economy  by 
recommending  policies  and  priorities 
for  science  and  research  that  more 
effectively  utilize  the  Government's 
investment  in  this  area.  The  Alberta 
Science  and  Research  Authority  Act 
defined  ASRA's  responsibilities  in  1995. 
ASRA  is  comprised  of  a Board  of 
Management  of  25  members  and  is 
supported  by  a small  secretariat.  The 
Chairman  of  the  Board  reports  directly 
to  the  Minister  Responsible  for  Science 
Research  and  Information  Technology. 
Under  provision  of  the  Science  and 
Research  Authority  Act,  ASRA 
publishes  a separate  Annual  Report. 

MANDATE 

As  the  senior  science  and  research  body 
of  the  Government  of  Alberta,  ASRA 
works,  in  collaboration  with 
Government  ministries  and  other 
stakeholders,  to: 

■ stimulate  research  and 
development  and  related 
scientific  activities  in  Alberta; 

■ develop  a science  and  research 
policy  and  priorities  that  are 
compatible  with  the  economic 
and  social  policies  and  priorities 
of  the  Government; 

■ conduct  an  annual  review  and 
evaluation  of  all  Government 
science  and  research  policies, 
priorities  and  programs; 


■ develop  and  monitor  a financial 
management  plan  for  the  science 
and  research  investments  of  the 
Government; 

■ promote  communication  on 
matters  related  to  science  and 
research;  and 

■ encourage  the  science  and 
research  community  and 
infrastructure  in  Alberta  to  attain 
international  excellence  to  enable 
Alberta  to  be  internationally 
competitive. 

OPERATIONAL  OVERVIEW. 

The  small  ASRA  secretariat  serves  as 
support  to  the  ASRA  Board  and  to  the 
Minister's  office.  ASRA  conducts  most 
of  its  work  through  Board  Task  Forces, 
which  undertake  projects  that  respond 
to  the  priorities  identified  in  the 
business  plan.  Although  some  task 
forces  consist  entirely  of  Board 
members,  most  include  members  of  the 
larger  community.  ASRA  secretariat 
provides  project  management  support 
to  board  task  forces  and  manage 
projects.  Task  forces  complete  their 
project  work  in  three  ways:  1)  some 
work  is  done  by  the  task  force  members 
themselves,  2)  the  secretariat  liaison 
person  completes  some  work,  and  3)  in 
many  cases  private  sector  consultants 
are  retained  to  undertake  studies  in 
support  of  the  projects.  The  ASRA 
Board  meets  at  about  6-week  intervals 
to  review  priorities,  receive  progress 
reports  from  board  task  forces,  and 
formulate  recommendations  and  action 
plans  to  promote  implementation  of 
recommendations.  ASRA  publishes 
reports  that  summarize  significant 
studies. 
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Alberta  Science  and  Research  Fund 


The  Science  and  Research  Fund  was 
enabled  by  the  Science  and  Research 
Authority  Act  of  1995,  and  funded  at  a 
level  of  $ 5 million  in  1997-98.  The  fund 
was  created  to  assist  in  the  launch  of 
science  and  research  initiatives  that  will 
benefit  Alberta's  economy  and  the  well 
being  of  Albertans.  Funding  may  be 
provided  for  projects  related  to: 

■ Science  and  research  infrastructure 
development, 

■ Enhancing  the  transfer  of 
knowledge  and  technology  from 
research  to  application  and 
commercialization. 


■ High  value  strategic  initiatives  in 
identified  research  application  areas, 

■ Building  and  strengthening  R&D 
partnerships,  or 

■ Enhancing  the  human  resource  base. 

The  ASRA  Board  evaluates  applications 
to  the  fund  and  makes 
recommendations  to  the  Minister 
Responsible  for  Science,  Research,  and 
Information  Technology.  The  Minister 
has  final  decision  authority  for  grants 
from  the  fund. 


Alberta  Research  Council  (ARC) 

ARC  is  a market  driven  organization 
employing  approximately  450  highly 
skilled  scientists,  engineers  technical 
and  support  staff.  Last  year  it  worked 
with  more  than  750  companies,  ranging 
from  small  start-up  firms  to  multi- 
national corporations,  as  well  as 
municipal,  provincial  and  federal 
government  departments  and  agencies. 

The  ARC  undertakes  technology 
development  and  commercialization  in 
co-operation  with  the  private  sector.  The 
ARC  was  created  in  1921  and  is 
established  under  the  authority  of  the 
Alberta  Research  Council  Act.  It  is 
comprised  of  an  11  member  Board  of 
Directors.  A Managing  Director  and 
CEO,  who  reports  to  the  Board,  manages 
the  ARC.  The  Chairman  of  the  Board  of 
Directors  reports  to  the  Minister 
Responsible  for  Science  Research  and 
Information  Technology.  Under 
provision  of  the  Alberta  Research 
Council  Act,  ARC  publishes  a separate 
Annual  Report. 


OPERATIONAL  OVERVIEW 

The  Alberta  Research  Council  (ARC) 
works  with  customers  and  partners  to 
bring  technology  developments  into 
commercial  use  for  the  benefit  of  all 
Albertans.  ARC  performs  applied 
research  and  development,  and 
provides  expert  advice  and  technical 
information  to  a diverse  range  of  clients 
from  small  start-up  firms  to  large 
multinational  corporations,  and 
government  departments  and  agencies. 

ARC  provides  a full  spectrum  of  R&D 
and  advisory  services  that  effectively 
bridge  the  gap  between  basic  research 
and  market  development.  The 
corporation  works  closely  with 
industry,  universities  and  other  groups 
in  a variety  of  arrangements,  including 
strategic  alliances,  contract  research, 
joint  ventures,  consortia  and  licensing 
arrangements. 
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Alberta  Heritage  Foundation  for  Medical  Research  (AHFMR) 

Established  as  a uniquely  independent  foundation  in  1980  by  an  Act  of  Legislation,  the 
Alberta  Heritage  Foundation  for  Medical  Research  (AHFMR)  supports  a balanced,  long- 
term program  of  medical  research  based  in  Alberta.  Using  the  income  from  the  $300 
million  endowment,  AHFMR  funds  basic,  patient,  and  health  research  by  new  and 
established  investigators  and  researchers-in-training.  AHFMR  is  at  arms-length  from 
government  and  is  governed  by  a Board  of  Trustees  and  led  by  a President/Chief 
Executive  Officer.  Under  the  provisions  of  its  Act,  AHFMR  publishes  a separate  Annual 
Report. 


Entity  Contact  Information 


Alberta  Science  and  Research  Authority 

Catherine  Gordey 

Communications 

Alberta  Science  and  Research  Authority 

9th  Floor  Sterling  Place 

9940  106  Street 

Edmonton,  Alberta  T5K  2P6 

Phone:  (403)  450-5148 

Fax:  (403)  450-5333 

E-mail:  gordev@sra.gov.ab.ca 


Alberta  Science  and  Research  Fund 

Dr.  William  MacDonald 
Senior  Science  Advisor 

Alberta  Science  and  Research  Authority 

9th  Floor  Sterling  Place 

9940  106  Street 

Edmonton,  Alberta  T5K  2P6 

Phone:  (403)  422-1488 

Fax:  (403)  427-0979 

E-mail:  macdonald@sra.gov.ab.ca 


Alberta  Research  Council 

Carmen  Forster 

Director  of  Corporate  Relations 

Alberta  Research  Council 
250  Karl  Clark  Road 
Edmonton,  Alberta  T6N-1E4 

Phone:  (403)  450-5148 

Fax:  (403)  450-5333 

E-mail:  Forster@arc.ab.ca 


Alberta  Heritage  Foundation  for 
Medical  Research 

Kathleen  Thurber 
Director  of  Communications 

Alberta  Heritage  Foundation  for 
Medical  Research 
3125  Manulife  Place 
10180  - 101  Street 
Edmonton,  Alberta  T5J  3S4 

Phone:  (403)  423-5727 

Fax:  (403)  429-3509 

E-mail:  kthurber@ahfmr.ab.ca 
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Key  Activities/Highlights 

Significant  increase  in  provincial 
government  investment  in  science  and 
research 

The  Alberta  Government  has 
significantly  increased  its  investment  in 
science  and  research  during  the  past 
year. 

■ The  Alberta  Science  and  Research 
Fund  was  created  with  $5  million  to 
invest  in  new  science  and  research 
initiatives. 

■ The  legislature  approved  an  increase 
in  this  fund  to  $15  million  for  FY 
1998/99. 

■ The  Intellectual  Infrastructure 
Partnership  Program  (IIPP)  in 
Advanced  Education  and  Career 
Development  injected  $15  M per 
year  into  the  provincial  research 
infrastructure. 

Importance  of  Knowledge-based 
Industries 

Through  the  efforts  of  ASRA,  the 
government  has  increasingly  come  to 
recognize  that  the  emerging 
"knowledge-based  economy"  offers  a 
significant  opportunity  for  Alberta.  The 
Ministry  has  made  a major  effort  to 
challenge  Alberta  to  find  a way  to  foster 
the  growth  of  the  "knowledge-based 
economy"  in  the  face  of  interprovindal 
and  global  competition  while  remaining 
consistent  with  provincial  fiscal  policy. 

Sustaining  the  Alberta  Advantage 

In  September  1997,  the  Alberta  Science 
and  Research  Authority  (ASRA) 
published  a draft  strategy  for  the 
innovation  system,  "Sustaining  the 
Alberta  Advantage". 


New  Responsibilities 

During  1997/98,  SRIT  was  given 
significant  additional  responsibility  for 
elements  of  Alberta's  innovation  system 
including: 

■ Intergovernmental  relationships  in 
information  technology. 

■ Beginning  this  year,  the  Alberta 
Heritage  Foundation  for  Medical 
Research  reports  through  this 
ministry. 

■ Alberta's  investment  in  TRLabs 

■ Intergovernmental  relationships  in 
science  and  technology. 

Alberta  Science,  Research,  and 
Technology  Authority  Act. 

This  Act  was  given  Royal  Assent  in 
1998.  When  it  is  proclaimed,  it  will 
consolidate  the  two  major  agencies 
within  the  Ministry,  the  Alberta  Science 
and  Research  Authority  (ASRA)  and  the 
Alberta  Research  Council  (ARC)  under  a 
single  Board  of  Management. 

Year  2000  program  is  on  schedule 

The  year  2000  issue  is  the  result  of  some 
computer  programs  being  written  using 
two  digits  rather  than  four  to  define  the 
applicable  year.  Government  computer 
programs  that  have  date  sensitive 
software  may  recognize  a date  using 
"00"  as  the  year  1900  rather  than  the  year 
2000,  which  could  result  in 
miscalculations  or  system  failures.  In 
addition,  similar  problems  may  arise  is 
some  systems  if  certain  dates  in  1999  are 
not  recognized  as  a valid  date  or  are 
recognized  to  represent  something  other 
than  a date.  The  effects  of  the  year  2000 
issue  may  be  experienced  before,  on,  or 
after  January  1,  2000.  If  not  addressed, 
the  effect  on  operations  and  financial 
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reporting  may  range  from  minor  errors 
to  significant  system  failure  that  could 
affect  the  ability  to  conduct  some 
government  operations 

The  individual  entities  within  the 
Ministry  operate  their  own  computing 
platforms  as  well  as  rely  on  certain 
government  provided  services.  Each 
entity  within  the  ministry  is  currently 
working  to  ensure  that  all  computers 
and  computer  programs  and  other 
devices,  for  which  the  entity  is 
responsible,  will  become  year  2000 
compliant  by  no  later  than  July  1, 1999. 
Based  on  discussions  with  third  party 
suppliers  and  continuing  tests  of 
various  systems  and  devices,  entities 
within  the  Ministry  currently  do  not 
expect  year  2000  issues  to  have  a 
material  adverse  effect  on  operations, 
nor  on  their  ability  to  fulfil  obligations 
to  customers  and  partners.  Despite  the 
government's  efforts  to  address  this 
issue,  it  is  not  possible  to  be  certain  that 
all  aspects  of  the  year  2000  problem 
affecting  the  government,  including 
those  related  to  the  efforts  of  customers, 
suppliers  and  other  third  parties,  will  be 
fully  resolved. 
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Results  Analysis 


Auditor  General’s  Report  on  Performance  Measures 
Ministry  of  Science,  Research  and  Information  Technology 
Alberta  Science  and  Research  Authority 
Science  and  Research  Fund 
Alberta  Research  Council 
Alberta  Heritage  Foundation  for  Medical  Research 


16 


AUDITOR 

GENERAL 

Alberta 


d GEt 

D 


£1 

RAl  V 


REPORT  OF  THE  AUDITOR  GENERAL  ON  THE  RESULTS  OF  APPLYING 
SPECIFIED  AUDITING  PROCEDURES  TO  PERFORMANCE  MEASURES 


To  the  Minister  of  Science,  Research  and  Information  Technology 


I have  performed  the  following  procedures  in  connection  with  the  Ministry  of  Science,  Research 
and  Information  Technology’s  set  of  measures  included  in  the  1997-98  Annual  Report  of  the 
Ministry  of  Science,  Research  and  Information  Technology  as  presented  on  pages  18  to  31: 

1.  Information  obtained  from  an  independent  source,  such  as  Statistics  Canada,  was  agreed 
with  the  information  supplied  by  the  stated  source.  Information  provided  internally  was 
agreed  to  the  reports  from  the  systems  used  to  develop  the  information. 

2.  The  calculations  which  converted  source  information  into  reported  measures  were  tested. 

3.  The  appropriateness  of  the  description  of  each  measure’s  methodology  was  assessed. 

As  a result  of  applying  the  above  procedures,  I found  no  exceptions.  However,  these  procedures 
do  not  constitute  an  audit  of  the  set  of  measures  and  therefore  I express  no  opinion  on  the  set  of 
measures  included  in  the  1997-98  Annual  Report  of  the  Ministry  of  Science,  Research  and 
Information  Technology. 


fib*  'Jdfooduu.  FCA 

Auditor  General 


Edmonton,  Alberta 
August  28,  1998 


Ministry  of  Science,  Research,  and  Information  Technology 

The  Ministry  of  Science,  Research,  and  Information  Technology  tracks  and  reports  on  results  at 
three  levels:  (1)  Innovation  System  level,  (2)  Government  level,  and  (3)  Ministry  / agency  level. 
ASRA  reported  on  innovation  system  level  measures  in  the  first  annual  report  on  the 
performance  of  Alberta's  innovation  system,  which  was  published  in  September  1997  as  part  of 
"Sustaining  the  Alberta  Advantage".  Publication  of  an  updated  report  is  scheduled  for  fall  1998. 
The  present  Annual  Report  focuses  on  Ministry  / agency  level  measures. 

Alberta  Science  and  Research  Authority 

During  1997/98,  ASRA  has  pursued  eight  strategies  that  collectively  are  designed  to  achieve  the 
over-arching  goals  for  science  and  research  that  were  outlined  in  the  previous  section.  ASRA 
pursues  these  strategies  through  a series  of  task  forces  commissioned  by  the  Board  to  develop 
and  promote  recommendations  relating  to  issues  that  advance  one  or  more  of  the  strategies. 


Strategy  1 Promote  the  establishment  of  a policy  environment  that  encourages 
research  and  development  and  the  application  of  technology  for  the  economic  and  social 
development  of  the  province. 


ACTIVITIES 

ASRA  board  members  and  staff  worked 
closely  with  many  companies,  industry 
associations,  government  officials  and 
members  of  the  legislature  to  develop  a 
workable  implementation  of  the  critical 
recommendations  of  ASRA's  1996-97  study, 
"Barriers  to  Technology  Commercialization  in 
Alberta".  . This  activity  has  been  a major 
thrust  of  the  Ministry  for  the  past  year. 


OUTCOMES 

Through  the  efforts  of  ASRA,  the 
government  has  increasingly  come  to 
recognize  the  opportunities  for  Alberta  and 
the  special  needs  of  the  emerging 
"knowledge  - based  economy".  The 
challenge  for  Alberta  has  been  to  foster  the 
growth  of  the  "knowledge-based  economy" 
in  the  face  of  intense  interprovincial  and 
international  competition  while  remaining 
consistent  with  provincial  fiscal  policy. 


Strategy  2 Define  key  science  and  technology  priorities  and  approaches  to  achieve 
the  economic  and  social  objectives  of  the  Government. 


ACTIVITIES 

One  of  the  most  important  contributions  of 
ASRA  during  the  reporting  period  was 
publication  of  the  innovation  strategy, 
"Sustaining  the  Alberta  Advantage"  in 
September  1997.  The  Minister  Responsible 
for  Science,  Research,  and  Information 
Technology  used  the  draft  ASRA  strategy  to 
conduct  an  extensive  consultation  with 
Albertans. 


OUTPUTS 

Publication  of  "Sustaining  the  Alberta 
Advantage ",  a draft  strategy  for  Alberta's 
innovation  system 

OUTCOMES 

The  Alberta  Government's  long-standing 
commitment  to  build  the  knowledge-based 
economy  was  given  voice  in  the  ASRA 
strategy.  The  innovation  strategy  has 
served  as  a catalyst  to  broaden  the 
discussions  of  the  importance  of  this  sector 
and  the  measures  necessary  to  stimulate  its 
growth  into  the  community  at  large. 
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Strategy  3 Encourage  the  development  and  implementation  of  new  high-value 
strategic  science  and  research  opportunities. 

This  strategy  was  pursued  through  implementation  of  the  Alberta  Science  and  Research  Fund, 
and  will  be  discussed  under  that  section. 


Strategy  4 Monitor  and  evaluate  all  government  supported  science  and  research  to 
ensure  that  it  is  addressing  the  key  priorities  and  balances  short,  medium  and  long  term 
provincial  economic  and  social  needs. 


ACTIVITIES 

ASRA  conducted  its  third  annual  review  of 
the  Science  and  Research  Plans  of  provincial 
government  departments  and  agencies 
during  September  and  October,  1997. 

OUTPUTS 

The  review  was  submitted  to  Cabinet  in 
November. 


OUTCOMES 

ASRA  Board  members  reported  that  many 
Department's  research  business  plans 
showed  an  increasing  shift  from  an 
operational,  tactical  focus  to  a more 
strategic  approach. 

The  review  of  government  R&D  business 
plans  will  be  shifted  to  spring  1998  during 
FY  1998/99  to  make  the  reviews  more 
strategic  and  enable  ASRA  board  input  in 
the  early  stages  of  development. 


Strategy  5 Recommend  improved  operational  and  strategic  management  of  science 
and  research  activities  to  minimize  duplication , address  fragmentation  and  ensure 
maximum  coordination  and  collaboration  with  industry,  other  provincial  governments, 
and  federal  departments  and  agencies. 


Pursuing  the  implementation 
of  the  recommendations  in 
the  "Health  Research:  A 
Strategic  Opportunity  for 
Albertans " Report. 


OUTCOMES 

The  Health  Research  Strategy  Advisory  Group  (HRSAG)  was 
established  during  1997  to  provide  a coordinated  approach 
to,  and  to  advise  Government  on,  strategic  issues  related  to 
health  research  in  the  province.  The  scope  of  health  research 
to  be  considered  will  encompass  basic  through  applied 
research  in  all  areas  of  health  research,  referenced  by  the 
following  broad  groupings: 

B basic  biomedical, 

■ clinical,  and 

■ health  systems  (including  population  health  and 
health  informatics  research). 


As  an  initial  task,  the  HRSAG,  will  be  developing  a strategic 
plan  for  health  research  in  the  province.  HRSAG  directed  a 
working  committee,  consisting  of  representatives  from  the 
organizations  represented  by  HRSAG,  to  develop  the  draft 
health  research  strategy  for  their  review  and  approval.  The 
timetable  for  the  proposed  strategy  document  is  1998/99. 
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Pursuing  implementation  of 
the  recommendations  in  the 
report,  "Commercialization 
of  Biotechnology  in  Alberta". 


Dealing  with  the  issue  of 
goals  and  performance 
measures  for  science  and 
research. 


ACTIVITIES 

ASRA  undertook  3 initiatives  in  1997  to  advance  the  growth 
of  the  Biotechnology  sector  within  Alberta. 

■ ASRA  led  an  initiative  with  firms  in  the  biotechnology 
sector  to  establish  a Biotechnology  Industry  Association. 

■ ASRA  launched  the  Biotech  Alberta  Information  base. 

An  important  off-shoot  from  the  development  of  this 
information  base,  ASRA  intends  to  use  it  as  a model  for 
other  sector-related  databases  or  research  areas. 

■ ASRA  led  the  formation  of  an  interdepartmental 
Biotechnology  Committee.  This  committee  will  be 
working  toward  coordinated  approaches  for  issues  of 
joint  interest  during  1998.  Determining  Alberta's  role  in 
the  review  of  the  Canadian  Biotechnology  Strategy  is  a 
high  priority  for  the  committee. 

OUTPUTS 

Biotech  Alberta,  an  information  base  of  biotechnology  firms 
in  Alberta,  was  created  to  address  the  need  for  an 
information  base  to  promote  the  scientific  infrastructure  and 
to  provide  a voice  for  the  biotechnology  industry  in  Alberta. 

OUTCOMES 

During  1997-98,  industry  representatives  endorsed  the 
concept  of  a Biotechnology  Industry  Association,  and 
committed  to  the  development  a business  plan. 

ACTIVITIES 

In  1997-98,  ASRA  generated  its  first  annual  report  card  on  the 
status  of  the  Innovation  System  in  Alberta,  as  part  of 
"Sustaining  the  Alberta  Advantage" . The  Authority  intends  to 
continue  tracking  the  key  indicators  over  time  and  will  be 
reporting  on  them  on  an  annual  basis. 

ASRA  developed  a framework  for  tracking  the  OUTPUTS, 
OUTCOMES,  and  IMPACTS  of  science  and  research 
activities. 

OUTCOMES 

The  performance  assessment  framework  is  reflected  in  the 
structure  of  this  report  and  will  be  fully  implemented  in  the 
FY  1999-2002  SRIT  Business  Plan. 
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ACTIVITIES 


Developing  practical 
recommendations  to  improve 
the  performance  of  the 
province's  science  and 
research  infrastructure  by 
conducting  detailed 
investigations  of  priority 
elements  of  the 
infrastructure . 


Developing  practical 
strategies  to  remedy  the 
province's  aging  science  and 
research  infrastructure. 


In  1997  the  mandate  of  the  Ministry  was  broadened  to 
include  information  technology.  In  September  1997  the 
ASRA  Board  created  an  ICT  Task  Force,  which  was  charged 
with: 

recommending  a strategy  and  action  plan  for  the 
Government  of  Alberta,  the  information  technology 
and  telecommunications  industry  and  others,  to 
facilitate  and  promote  the  maximum  possible 
development  of  the  information 
technologies/telecommunications  sector  in 
Alberta. " 

As  a first  step  toward  developing  a comprehensive  strategy 
to  grow  the  ICT  industry  in  Alberta,  the  Task  Force 
conducted  a consultation  with  over  sixty-five  (65) 
stakeholders  and  members  of  the  ICT  industry.  The  results 
of  the  consultation,  in  conjunction  with  information  and 
recommendations  from  preceding  relevant  studies,  will  assist 
the  Task  Force  in  developing  its  recommendations  for  ICT 
sector  development. 

OUTPUTS 

The  ICT  Task  Force  report  will  be  completed  and  released 
during  1998-99. 

ACTIVITIES 

SRIT  staff  supported  staff  from  Advanced  Education  & 

Career  Development  in  the  implementation  of  the  Intellectual 
Infrastructure  Partnership  Program  (IIFP),  which  was  funded 
in  FY  1997-98  at  a level  of  $15M  per  year  for  three  years.  The 
IIPP  is  expected  to  produce  investment  of  as  much  as  $300 
million  over  five  years  in  the  province's  aging  R&D 
infrastructure.  Private  sector  and  federal  funds  are  expected 
to  be  from  two  to  three  times  Alberta's  investment. 

OUTPUTS 

Awards  under  the  ELPP  program  were  issued  in  the  spring  of 
1998,  and  are  expected  to  be  award  again  during  the  second 
half  of  FY  1998/99. 
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Strategy  6 Promote  an  increase  in  application  and  commercialization  of  science  and 
technology-based  products,  processes,  and  services  for  the  creation  of  jobs  and  wealth. 

ACTIVITIES 


Two  foci  were  identified  in  the  business 
plan,  (1)  "Pursue  the  implementation  of  the 
recommendations  of  the  "Barriers  to 
Technology  Commercialization  in  Alberta" 
Report",  and  (2)  "Deal  with  the  issue  of 
commercialization  and/or  application  of 
technologies  developed  with  public 
investments." 


ASRA  efforts  were  focused  largely  on  the 
financial  recommendations  for  R&D  tax 
credits  and  credits  for  investment  in 
venture  capital  funds  (see  Strategy  1 above). 


Strategy  7 Support  and  encourage  excellence  in  the  science  and  research  community 
and  infrastructure  in  Alberta  to  attain  international  excellence. 

ACTIVITIES 


The  ASRA  Board  struck  a task  force  to 
address  this  issue.  Because  of  other  more 
immediate  priorities,  the  task  force  has 
deferred  action  until  FY  1998/99. 


Strategy  8.  Increase  public  awareness,  understanding,  and  appreciation  of  the 
importance  of  science  and  research  to  both  the  economy  and  quality  of  life. 


ACTIVITIES 

ASRA  worked  in  partnership  with  many 
organizations  and  agencies,  to  supports 
science  events  in  Alberta  (e.g..  National 
Science  and  Technology  Week)  and  to 
highlight  Alberta  science  and  research 
successes  and  capabilities.  ASRA  published 
reports  of  the  Board's  Task  Forces  on  R&D 
issues  and  economic  effectiveness. 

OUTCOMES 

The  ASRA-sponsored  Angus  Reid  survey, 
conducted  in  August  1997,  found  that  83% 
of  Albertans  consider  scientific  and 
technological  research  very  important  to  the 
future  of  Alberta.  In  addition,  82%  of 
Albertans  believe  investment  in  science  and 
research  should  increase. 


OUTPUTS 

Inventory  of  Science  Promotion  Activities  in 
Alberta,  First  Edition:  June  1997. 

1997-98  Research  Overview  Report: 
Government  Science  and 
Technology  Programs  and  Budgets. 
August  1997. 

1996-97  Research  Overview  Report: 
Government  Science  and 
Technology  Programs  and  Budgets. 
December  1996. 

Selected  Alberta  Science  and  Research 
Success  Stories:  Volume  II. 
December  1996. 
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Alberta  Science  and  Research  Fund 


Strategy  1 Encourage  the  development  and  implementation  of  new  high-value 
strategic  science  and  research  opportunities. 

This  strategy,  which  links  to  Strategy  3 in  the  ASRA  discussion,  was  pursued  through 
implementation  of  the  Alberta  Science  and  Research  Fund,  which  received  initial  funding  of  $5 


million  during  FY  1997/98. 

ACTIVITIES 

During  1997-98  a task  force  of  tire  ASRA 
Board  developed  guidelines  for  operating 
the  fund  and  reviewed  applications  to  the 
fund.  The  Science  and  Research  Fund  Task 
Force  reviewed  8 unsolicited  proposals  and 
recommended  5 for  funding  support  for  a 
total  investment  from  the  Fund  of  $3.34 
million. 


Initiative 

Investment 
($  Million) 

National  High  Field  NMR 
Centre 

1.55 

Enhanced  Bio-NMR  Facility 

0.15 

Level  3 Containment 

Facility 

0.42 

WurcNet 

1.112 

Pacific  Institute  for  the 
Mathematical  Sciences 
(PIMS) 

0.11 

Total  Investment 

3.34 

OUTPUTS 

The  five  projects  that  received  Fund  support 

were: 

• The  National  High  Field  NMR  Centre 
The  800  MHz  Nuclear  Magnetic 
Resonance  spectrometer  will  allow  the 
University  of  Alberta  researchers,  and 
researchers  at  other  participating 
universities,  to  continue  leading-edge 
research  in  the  area  of  structural 
biology.  Knowledge  of  biomolecular 
structures  allows  the  design  of  new 
pharmaceuticals  and  materials  for 
medical  and  industrial  use. 

• The  Enhanced  Bio-NMR  Facility 
The  600  MHz  solid-state  Nuclear 
Magnetic  Resonance  spectrometer 
facility,  which  is  housed  at  the 
University  of  Calgary,  provides  unique 
capabilities  to  study  industrial 
carbohydrates,  synthetic  polymers,  and 
catalysts.  The  availability  of  such  a 
facility  will  allow  researchers  to  conduct 
leading-edge  research  in  the  study  of 
chemical  properties  and  3D  structures  of 
molecules  for  application  in  agriculture, 
health,  pharmaceuticals,  environment 
and  the  chemical  industry;  and  will 
promote  a culture  of  high  technology 
that  should  propel  novel  developments 
and  spin-offs. 
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OUTCOMES 


• The  Level  3 Containment  Facility 

The  construction  of  a Level  3 
Containment  facility  at  the  University  of 
Calgary  will  significantly  enhance  the 
efforts  of  Alberta  and  Canadian 
researchers  to  develop  the  next 
generation  of  vaccines  for  bacterial 
pathogens.  This  type  of  facility  will  add 
to  Alberta's  competitive  advantage  in 
the  emerging 

biofermentation/biotechnology  sector, 
and  will  enhance  the  R&D 
infrastructure  within  the  province. 

• WurcNet 

WurcNet  provides  part  of  the  large 
bandwidth  infrastructure  component 
within  the  telecommunications  and 
computer  community.  WurcNet's  Next 
Generation  Internet  project  will  give 
Alberta  one  of  the  most  advanced 
research  networks  in  the  world.  In 
addition  WurcNet's  Wnet  II  will  also 
play  a significant  role  in  the 
development  of  the  Alberta  segment  of 
CA*net  II  and  later  internet  generations. 

• Pacific  Institute  for  the  Mathematical 
Sciences  (PIMS) 

PEMS  is  a partnership  of  seven 
universities  in  Alberta  and  British 
Columbia.  Through  its  programs  PIMS 
has  been  instrumental  in  increasing 
opportunities  for  industrial  applications 
of  mathematics.  Fund  support  will 
further  these  activities  in  Alberta. 


Outcomes  of  these  investments  will  be 
assessed  and  reported  in  future  years 
through  performance  reports  on  individual 
investments. 
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Alberta  Research  Council 

ARC'S  mission,  "In  partnership  with  global  leaders,  ARC  helps  to  advance  the  economy  and 
well  being  of  Alberta  by  providing  technology  and  innovation  to  meet  current  and  emerging 
needs  of  industry  and  government",  was  advanced  by  five  strategies. 


Strategy  1 Maximizing  commercial  potential 

ARC  worked  with  private-sector  partners 
and  other  research  leaders  to  provide 
innovative  technologies  to  help  Alberta 
industry  compete  globally. 

ACTIVITIES 

ARC  established  a new  Technology 
Commercialization  Office  to  maximize  the 
commercial  potential  of  ARC'S  work  by 
searching  the  globe  for  new  technologies  to 
acquire  and  develop  for  commercial 
advantage. 


IMPACTS 

Results  for  1997-98  show  greater  economic 
impact,  lower  mission  effectiveness  and 
lower  job  creation  than  originally  projected. 
Subsequent  to  the  publication  of  the  1997- 
2000  business  plan,  the  ARC  Board 
approved  revisions  to  the  performance 
measure  targets,  to  take  into  account  the 
merger  of  AEC  with  ARC.  Specifically,  the 
merger  involved  an  increase  in  government 
grant  investment  and  a corresponding 
increased  business  focus  on  service  to 
government  clients. 


Measure’ 

95-96 

96-97 

97-98 

98-99 

99-2000 

Economic 
Impact  (El) 

$ million 

Business  Plan  target 

90 

103 

116 

128 

141 

Revised  target 

130 

150 

170 

Actual  results 

90 

117 

134 

Mission 

Effectiveness 

EI/GI 

Business  Plan  target 

4.5 

5.4 

! 6.0 

6.7 

7.4 

Revised  target 

5.7 

5.9 

6.3 

Actual  results 

4.4 

5.1 

5.7 

Job  Creation 
direct  jobs 

Business  Plan  target 

700 

800 

900 

1000 

1100 

Revised  target 

740 

800 

850 

Actual  results 

700 

732 

782 

Government 
Investment 
(Gl)  $ million 

Business  Plan  target 

20.3  ! 

19.2 

19.2 

19.2 

19.2 

Revised  target 

22.9 

25.4 

26.9 

Actual  results 

20.3 

22.9 

23.5 

1 Economic  impact  and  job  creation  numbers  are  obtained  from  ARC  clients  and  partners  through  high 
level  interviews  and  performance  audits,  as  well  as,  through  an  annual  customer  satisfaction  survey 
conducted  by  ARC.  Government  investment  data  are  from  the  1997/98  audited  financial  statements. 
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Strategy  2 Increasing  private-sector  investment 


ARC  worked  with  private-sector  companies 
in  a variety  of  arrangements  from  joint 
ventures  to  fee-for-service  relationships. 
These  ventures  pay  significant  dividends  to 
Albertans:  every  dollar  the  government 
invests  in  ARC  returns  an  additional  five 
[dollars]  back  to  the  Alberta  economy 
through  the  commercial  success  of  ARC'S 
partners. 


ACTIVITY 

The  Alberta  Research  Council  performed 
R&D  services  for  the  private  sector  and 
other  external  customers  totaling  $23.8 
million,  which  was  approximately 
$2  million  higher  than  budget.  ARC 
worked  with  more  than  750  customers  and 
partners  during  1997-98.  Investment  from 
private-sector  partners  remained  relatively 
constant  from  1996-97  to  1997-98  rather  than 
increasing,  as  was  anticipated  in  April  1997. 
The  leverage  ratio,  private-sector  funding 
divided  by  government  grant  investment, 
also  was  lower  than  anticipated  reflecting 
the  combined  effects  of  the  lower  private- 
sector  funding  and  increased  government 
grant  investment.  The  reduction  in  revenue 
was  caused  almost  entirely  by  loss  of  a 
single  large  contract  as  a result  of  a change 
in  strategic  direction  by  the  client. 


Measure 

(from  97/98  audited  financial  statements) 

95-96 

96-97 

97-98 

98-99 

99-2000 

Private-sector 
funding 
$ million 

Business  Plan  target 

15.7 

16.2 

20.4 

23.4 

26.7 

Revised  target 

16.3 

23.9 

29.7 

Actual  results 

15.7 

18.7 

18.0 

Leverage  Ratio 
Private  Sector  $/ 
Gov’t  $ 

Business  Plan  target 

0.8 

0.8 

1.1 

1.2 

1.4 

Revised  target 

0.72 

0.94 

1.10 

Actual  results 

0.77 

0.82 

0.77 

Strategy  3 Fostering  strategic  alliances 

ARC  seeks  strategic  alliances  with 
universities,  industry  and  other  research 
organizations  and  put  its  synergies  to  work 
on  the  high-risk /high-reward  research 
required  to  make  major  teclmological 
breakthroughs. 

ACTIVITY 

During  1997-98,  new  alliances  expanded 
ARC'S  capability  in  the  following  areas: 


• applied  research  - solid  waste 
management,  forest  management, 
environmental  technologies 

• application  of  technology  - solid  waste 
management,  air  quality,  forest 
management,  telehealth  (we//net), 
agricultural  chemical  management 

• technology  commercialization  - animal 
vaccines,  venture  capital  financing, 
environmental  technology 
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Strategy  4 Extending  ARC’S  global  reach 

ARC  seeks  international  projects  and 
partnerships  to  support  Alberta  businesses 
in  their  global  aspirations.  A number  of 
projects  currently  under  way  reinforce 
ARC's  position  as  a leader  in  the 
international  scientific  community  and  pave 
the  way  for  Alberta  companies  to  market 
their  products  globally. 


Strategy  5 

A major  thrust  of  ARC'S  business  strategy 
for  1997-98  was  to  invest  in  building  its 
intellectual  capital  to  increase  effectiveness. 
Intellectual  capital  includes  all  the 
intangibles  that  give  ARC  its  competitive 
edge:  the  knowledge,  training  and  intuition 
of  its  employees,  the  collaboration  and 
shared  learning  with  customers, 
organizational  values  and  culture, 
leadership  and  organizational  processes, 
patents  and  other  intellectual  properties. 

ACTIVITIES 

ARC  invested  $ 1 million  in  building  its 
intellectual  capital  capacity,  which  resulted 
in  the  hiring  of  11  new  employees  in  7 
business  units. 

ARC  invested  $1.25  million  in  an  internal 
investment  fund  to  encourage  development 
of  new  ideas  and  technologies. 


ACTIVITY 

ARC  is  working  with  Malaysian  partners  to 
develop  technology  to  reduce  pipeline 
clogging  by  paraffin  deposits.  In  a second 
alliance  ARC  is  working  with  India's  Oil 
and  Natural  Gas  Company  to  increase 
heavy  oil  production  and  investigate  a 
potential  source  for  clean  burning  energy  to 
fuel  industrial  growth.  Both  projects  are 
structured  to  create  long-term  business 
opportunities  for  Alberta's  energy  sector. 


In  1997,  ARC  developed  a model  and  a 
measurement  system  to  help  the 
corporation  report  on  the  status  and  growth 
of  its  intellectual  capital  capacity.  Therefore 
human  capital  and  intellectual  assets  are 
provided  as  baseline  information  only. 


Element  of 
Intellectual 
Capital 

Measure2 

1997-98 

Targets  from 
the  99/00 
business  plan 

Human 

Capital 

Employee 

Satisfaction 

67% 

undefined 

Customer 

Capital 

Customer 

Satisfaction 

95.7% 

100% 

Intellectual 

Assets 

Numbers  of 
Patents  & 
Disclosures 

1 1 2 patents 

129 

disclosures 
(20  new) 

54  more 
items 

undefined 

Income 
derived  from 
intellectual 
property  (IP) 

$724,000 

undefined 

Developing  ARC’S  intellectual  capital 


2 Employee  satisfaction:  ARC  conducted  an  employee  survey  in  November,  1997  (response  rate  = 50%). 
Customer  satisfaction:  ARC  surveyed  a representative  sample  of  976  customers,  512  clients  returned  their 
questionnaire.  In  the  prior  year,  95.5%  of  ARC’S  clients  were  satisfied. 

Patents  and  disclosures:  information  obtained  from  ARC’S  Intellectual  Property  Office. 

Intellectual  property  income:  from  ARC’S  1997/98  audited  financial  statements,  In  the  prior  year,  IP  income  was 
$1.5  million. 
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Alberta  Heritage  Foundation  for  Medical  Research 

AHFMR  fulfills  its  mandate  to  support  a community  of  medical  researchers  in  Alberta  through 
nine  key  goals. 

AHFMR  performance  is  based  on  its  primary  function  of  funding  health  research.  The  number 
of  proposals  submitted  and  quality  of  applications  is  a main  determining  factor  in  any  of  the 
awards  competitions.  Since  AHFMR  works  in  partnership  with  the  province's  universities  to 
recruit  and  pay  salaries  of  researchers,  initiatives  on  the  part  of  the  universities  play  a large  part 
in  recruiting  the  best  and  brightest  researchers  to  Alberta.  In  1992,  an  International  Board  of 
Review  ranked  Alberta  as  one  of  the  top  research  centres  in  North  America,  due  in  large  part  to 
the  presence  of  AHFMR. 

The  establishment  over  the  past  18  years,  of  a top  quality  research  community  and  brain  trust  in 
Alberta,  is  attracting  funding  from  outside  sources  at  a rate  of  $2-3  dollars  for  every  AHFMR 
dollar  invested.  AHFMR  seeks  out  and  initiates  new  opportunities  for  matching  funding  and 
for  collaborative  ventures  with  other  funding  bodies.  AHFMR  also  seeks  out  opportunities  to 
expand  its  research  portfolio  and  close  the  loop  between  health  research  results  and  medical 
innovations  and  their  application  in  the  health  system. 

Currently,  mechanisms  for  measuring  comprehensive,  overall  performance  in  medical  and 
health  research  and  the  impact  of  that  research  in  socioeconomic  terms  do  not  exist  anywhere  in 
the  world.  Performance  can  only  be  illustrated  on  a per  case  basis,  as  is  highlighted  in 
AHFMR's  publications.  However,  AHFMR  regularly  examines  possibilities  of  developing 
appropriate  methods  of  measurement  in  research. 

Goal  1 To  Maintain  International  Standards  of  Excellence  Through  an  Appropriate  and 
Effective  Peer  Review  System. 

As  of  March  31, 1998, 149  AHFMR  funded 
researchers  and  280  sdentists-in-training  are 
supported  at  the  University  of  Alberta,  the 
University  of  Calgary,  and  the  University  of 
Lethbridge.  A further  57  mental  health  and 
health  services  researchers  are  funded 
through  the  province's  Health  Research 
Fund,  administered  by  AHFMR. 

Goal  2 To  Manage  Expenditures  to  Ensure  the  Continuance  of  AHFMR  for  Future 

Generations  While  Avoiding  Significant  Fluctuations  in  Annual  Spending. 

The  AHFMR  Endowment  was  created  in  AHFMR  maintains  quarterly  meetings  with 

1980  with  $300  million.  As  of  March  31, 1998,  Alberta  Treasury,  as  well  as  annual  meetings 

the  AHFMR  Endowment  has  more  than  between  Treasury  and  AHFMR's  Board  of 

doubled.  The  cumulative  funding  for  Trustees.  The  budget  for  1997/98  was  $37.4 

biomedical  and  health  research  since  1980  million, 

now  totals  over  $540  million. 


All  awards  to  personnel  are  made  according 
to  the  highest  international  criteria  for 
excellence.  To  fulfil  this  purpose,  more  than 
400  reviewers  from  all  over  the  world 
provide  us  with  their  reviews  or  sit  on 
thirteen  AHFMR  standing  review 
committees  for  awards  competitions. 
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Goal  3 To  Maintain  and  Strengthen  Basic  Research  in  Order  to  Discover  the 

Underlying  Causes  of  Disease  and  Provide  a Foundation  for  Patient  and  Health 
Research,  the  Practice  of  Medicine  and  Prevention  of  Disease. 


For  1997/98,  new  awards  granted  over  the 
next  five  year  period  in  various  areas  of 
medical  research  totalled  $27.9  million,  an 
increase  of  $4  million  from  the  previous  year. 

Of  this  total,  $26.7  million  was  awarded  to  47 
basic  medical  researchers.  Key  basic  research 
accomplishments  include:  discovery  of  a 
anti-dotting  protein  in  blood,  new 
technology  developed  for  sleep  apnea 
sufferers,  new  test  developed  for  a 
hereditary  eye  disease,  and  a new  method 
developed  for  detecting  water 
contamination  by  toxic  algae. 


$1.2  million  was  awarded  to  four  health 
researchers  working  in  these  areas:  the 
effects  of  alcohol  on  risk  behaviour,  the 
effects  of  hormone  replacement  therapy  on 
risk  of  breast  cancer,  socioeconomic  factors 
affecting  prevention  and  treatment  of  TB  in 
transient  and  aboriginal  populations,  and 
the  creation  of  a health  economics  research 
program  at  U of  C. 

Initiation  of  a joint  MD/PhD  program. 


Goal  4 To  Expand  AHFMR  Support  of  Patient-Based  and  Health  Research  in  Alberta 
and  Lead  New  Initiatives  in  These  Areas . 


In  fall  of  1995,  AHFMR  entered  into  a five- 
year  contract  with  Alberta  Health  and  the 
resulting  Health  Collaboration  Agreement 
expanded  the  research  function  of  the 
Foundation  in  the  following  ways: 

• In  1997/98,  a total  of  $1.26  million  in 
operating  grants  was  awarded  to  17 
researchers  from  the  Health  Services 
Research  and  Innovation  Fund  and 
Mental  Health  Fund,  both  funds  now 
administrated  by  AHFMR  on  behalf  of 
Alberta  Health. 

• Research  projects  funded  include:  risk 
behaviour  in  teens,  a vitamin  D and 
osteoporosis  study,  ongoing  study  of 
health  needs  of  middle-aged  women,  the 
development  of  a self-help  handbook  for 
problem  gamblers,  feasibility  of 
community  based  asthma  programs, 
addiction  recovery  enabled  by  the 
Aboriginal  community,  and  a sex 
education  program  for  female  cancer 
patients. 


AHFMR  developed  a Health  Research 
Agenda  for  the  province,  presented  it  for 
consultation  with  stakeholders,  then 
implemented  the  plan. 

AHFMR's  Health  Technology 
Assessment  Unit  produced  11 
assessments,  including  a review  of 
telehealth  applications,  a review  of 
stereotactic  radiosurgery,  effectiveness  of 
aspirin  in  primary  prevention  and 
usefulness  of  extracorpeal  life-support  for 
aduts  and  children.  Fourteen  publications 
were  also  produced  by  HTA.  In  addition, 
73  requests  for  information  were  received 
by  the  unit.  AHFMR's  Dissemination  of 
Research  Program  produced  six  pilot 
projects  including  a research  overview, 
health  research  broker  pilot,  early  stage 
dissemination  using  Dr.  Allen  Dobbs' 
research  on  driving  fitness  in  the  elderly, 
and  alternatives  to  restraint  use  in  long- 
term care  facilities. 

Three  researchers  received  the 
Population  Health  Awards,  bringing  the 
total  of  AHFMR  population  health 
researchers  to  eight 
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Goal  5 To  Maintain  Research  Education  and  Training  Programs  and  Encourage  Young 
Albertans  to  Pursue  Research  Careers. 


$6.4  million  awarded  in  fellowships,  clinical 
fellowships,  studentships  and  summer 
studentships  to  300  researchers  in  training. 
This  funding  is  an  increase  of  $.7  million 
from  the  previous  year's  funding. 

Lionel  McLeod  scholarship  awarded  to 
University  of  Alberta  doctoral  student  in  the 
Department  of  Cell  Biology  and  Anatomy, 
Ms.  Rachel  Szilard  for  studies  on  functions  of 
a certain  cell  protein  involved  in  vital  fat 
absorption. 

Heritage  funding  to  biomedical  engineering 
over  the  past  decade  has  contributed 
significantly  to  the  development  of  this  field 
in  Alberta.  In  1997,  a joint  proposal  from  U of 
A and  U of  C to  develop  a graduate  degree  in 
biomedical  engineering  was  funded  by  the 
Special  Opportunity  Fund  of  the  US-based 
Whitaker  Foundation  with  $1.3  million. 


An  AHFMR-led  collaboration  of  Alberta 
Health,  Provincial  Mental  Health  Board,  and 
the  17  RHAs  resulted  in  a unique,  two-year, 
community  health  research  training  program 
called  SEARCH  (Swift  Efficient  Application 
of  Research  in  Community  Health).  The  $1 
million,  AHFMR-funded  program  trained  25 
participants  in  a tailor-made,  seven  week 
intensive  course.  The  participants  are  linked 
in  a province-wide  computer  network  and 
are  involved  in  individual  and  group  projects 
based  on  health  needs  prioritized  by  their 
regions. 

Information  from  the  research  projects  will 
help  regions  make  evidence-based  budget 
and  program  decisions.  Project  topics 
include:  injury  prevention,  falls  in  seniors, 
assessment  of  a teen  drinking  and  driving 
prevention  program,  early  maternal 
discharge,  and  informal  caregivers  in  the 
community.  AHFMR  is  funding  a SEARCH 
II  program,  which  will  be  launched  in  May 
1998. 


Goal  6 To  Encourage  Increased  Collaboration  in  Alberta,  Canada,  and  Elsewhere 
Among  Investigators,  Research  Institutions,  Governments,  Other  Granting 
Agencies  and  the  Private  Sector. 


AHFMR  established  the  AHFMR 
Opportunity  Fund,  a five-year  $15  million 
program  to  support  major  research 
infrastructure  projects  in  partnership  with 
federal  and  provincial  government  partners. 

AHFMR  is  in  the  planning  stages  for  a first- 
ever  Health  Congress 

AHFMR  awarded  19  conference  and  visiting 
lecturer  grants  for  university  personnel 


AHFMR  initiated  a program  to  award  travel 
and  visiting  lecturer  grants  to  health 
personnel  in  regional  health  authorities. 

AHFMR  senior  staff  participation  in  the 
govemance/Boards/Committees  of  the 
National  Institute  for  Nutrition,  NCIC, 
Pharmacoeconomics  Institute,  Intellectual 
Infrastructure  Partnership  Program, 
Canadian  Health  Services  Research 
Foundation,  and  the  Canadian  Foundation 
for  Innovation 
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Goal  7 To  Continue  to  Promote  the  Development  of  Medical  Research-Related 
Economic  Activities  in  Alberta,  Including  the  Commercialization  of 
Innovations. 


AHFMR  received  39  applications,  up  from  13 
applications  in  the  previous  year,  and  funded 
18,  up  from  six  in  the  previous  year.  Total 
amount  funded  was  $1.8  million. 
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1 996/97  1 997/98 


TC  News  published  a thrice-yearly  report  on 
activities  of  companies  supported  by  the 
Technology  Commercialization  Program. 

Two  TC  workshops  were  hosted,  one  in 
Calgary,  the  other  in  Edmonton,  to  provide 
information  to  innovators  on  how  to  bring 
discoveries  to  the  marketplace. 

A business  graduate  intern  program  was 
established  at  the  U of  A's  Industry  Liaison 
Office  and  the  U of  C's  University 
Technologies  International. 


Goal  8 To  Maintain  and  Improve  Communication  with  the  Public,  Government,  the 
Research  Community,  Universities,  and  Health-related  Institutions 


AHFMR  publications  include  Newsletters, 
Annual  Report,  HTA  Reports,  and  Triennial. 


AHFMR  and  SEARCH  websites  established 
and  maintained. 

AHFMR  monthly  news  bulletins  to  MLAs 
were  maintained. 

AHFMR  media  work  highlights  research 
accomplishments  of  funded  personnel  on  a 
monthly  basis. 

AHFMR  "Research  Matters"  a public  report 
of  research  activity  supported  by  the 
Foundation,  was  distributed  through  the 
Calgary  Herald  and  Edmonton  Journal  with 
AHFMR  Newsletter  subscriptions  forms 
included.  More  than  800  subscriptions 
returned. 


AHFMR  supported  the  Second  Alberta  Lung 
Association  fund-raising  gala;  two  science 
students  as  media  fellows,  one  with  The 
Edmonton  Journal,  the  other  with  CBC  radio 
in  Edmonton;  the  Alberta  Science  Fair 
program  with  prize  money  for  seven  regional 
winners;  and  the  U of  A's  Women  in  Science, 
Engineering,  Scholarship  and  Technology 
summer  training  program  for  grade  11 

AHFMR  participated  in  the  Alberta  Teachers 
Association  Science  Council  Conference  in 
October,  with  two  AHFMR  funded  scientists 
as  guest  speakers,  and  in  the  National  Science 
and  Technology  Week  in  October  with  a 
"Noisy  Knees"  exhibit. 

AHFMR  sponsored  "Women  in  Science" 
award  at  the  1997  YWCA  Women  of 
Distinction  Awards. 


Goal  9 To  Develop  a Mechanism  for  the  Continuing  Review  and  Updating  of  the 
AHFMR  Strategic  Plan  and  for  Setting  Priorities. 

AHFMR's  Board  of  Trustees  meets  An  international  Board  of  Review  meets 

quarterly  to  review  planning  and  directions.  every  six  years  to  audit  AHFMR's  activities 

and  recommend  directions. 
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Science  and  Research  Fund 
Alberta  Research  Council 
Alberta  Heritage  Foundation  for  Medical  Research 
Alberta  Foundation  for  Health  Research 


32 


Ministry  of  Science,  Research  and 
Information  Technology 


Consolidated  Financial  Statements 
March  31,  1998 


33 


MINISTRY  OF  SCIENCE.  RESEARCH  AND  INFORMATION  TECHNOLOGY 


CONSOLIDATED  FINANCIAL  STATEMENTS 
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Consolidated  Schedule  of  Expenses  Detailed  by  Object 
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AUDITOR’S  REPORT 


To  the  Members  of  the  Legislative  Assembly 


I have  audited  the  consolidated  statement  of  assets,  liabilities  and  net  assets  of  the  Ministry  of 
Science,  Research  and  Information  Technology  as  at  March  31,  1998  and  the  consolidated 
statements  of  operations  and  changes  in  financial  position  for  the  year  then  ended.  These 
financial  statements  are  the  responsibility  of  the  Ministry’s  management.  My  responsibility  is  to 
express  an  opinion  on  these  financial  statements  based  on  my  audit. 

I conducted  my  audit  in  accordance  with  generally  accepted  auditing  standards.  Those  standards 
require  that  I plan  and  perform  an  audit  to  obtain  reasonable  assurance  whether  the  financial 
statements  are  free  of  material  misstatement.  An  audit  includes  examining,  on  a test  basis, 
evidence  supporting  the  amounts  and  disclosures  in  the  financial  statements.  An  audit  also 
includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by 
management,  as  well  as  evaluating  the  overall  financial  statement  presentation. 

The  Ministry  of  Science,  Research  and  Information  Technology  is  required  to  follow  the 
corporate  government  accounting  policies  and  reporting  practices  as  disclosed  in  Note  3.  These 
accounting  policies  have  been  established  by  Alberta  Treasury  and  are  consistent  across 
ministries.  With  certain  exceptions,  the  basis  of  accounting  is  in  accordance  with  generally 
accepted  accounting  principles.  My  reservation  of  opinion  in  this  auditor’s  report  identifies  the 
exceptions  from  generally  accepted  accounting  principles  that  arise  from  following  the 
accounting  policies  established  by  Alberta  Treasury. 

The  following  accounting  policies  are  exceptions  from  generally  accepted  accounting  principles: 
Pension  obligations 

Obligations  to  pension  plans  for  current  and  former  employees  of  the  Ministry,  with  the 
exception  of  the  Alberta  Research  Council,  have  not  been  recognized  as  a liability  in  the 
accompanying  statement  of  assets  and  liabilities  and  consequently  the  annual  change  in  the 
liability  has  not  been  recognized  in  the  statement  of  operations.  In  my  view,  on  a basis  of 


allocation  similar  to  that  used  for  Provincial  agencies,  an  amount  of  approximately  SI  12,000  due 
to  pension  plans  at  March  31,  1998,  in  the  Ministry’s  capacity  as  employer,  and  which  is 
reflected  in  the  financial  statements  of  the  Department  of  Treasury,  should  be  recognized  as  a 
liability  in  these  financial  statements.  The  effect  of  not  recognizing  the  annual  change  in  the 
liability  is  to  overstate  the  Ministry’s  expenses  for  the  year  ended  March  31,  1998,  by  $57,000. 

Long-term  disability  benefits 

Unfunded  accrued  long-term  disability  benefits  have  not  been  recognized  as  a liability,  with  the 
exception  of  the  Alberta  Research  Council,  in  the  accompanying  statement  of  assets  and 
liabilities  and  related  expenses  have  not  been  recognized  in  the  statement  of  operations.  During 
the  year  ended  March  31, 1998,  the  liability  for  the  benefits  for  all  departments,  which  was 
recorded  in  the  financial  statements  of  the  Department  of  Treasury,  was  fully  funded.  However, 
unfunded  benefits  for  all  departments  that  were  recorded  in  the  financial  statements  of  the  two 
Long-term  Disability  Benefit  Funds  have  not  been  allocated.  In  my  view,  the  Ministry’s 
liabilities  at  March  31, 1998  are  understated  by  approximately  $3,676  and  expenses  for  the  year 
ended  March  31,  1998  are  understated  by  approximately  $1 1,315. 

Excluded  direct  costs 

Accommodation  and  certain  other  administration  costs  incurred  in  the  operation  of  the  Ministry 
have  not  been  included  in  expenses.  These  costs,  estimated  at  $7,738,019,  are  recorded  by  the 
departments  that  paid  the  expenses  on  behalf  of  the  Ministry. 

In  my  opinion,  except  for  the  effect  of  the  matters  discussed  in  the  preceding  section,  these 
financial  statements  present  fairly,  in  all  material  respects,  the  financial  position  of  the  Ministry 
as  at  March  31,  1998  and  the  results  of  its  operations  and  the  changes  in  its  financial  position  for 
the  year  then  ended  in  accordance  with  generally  accepted  accounting  principles. 


^ FCA 


Auditor  General 


Edmonton,  Alberta 
May  22,  1998 
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MINISTRY  OF  SCIENCE.  RESEARCH  AND  INFORMATION  TECHNOLOGY 

CONSOLIDATED  STATEMENT  OF  OPERATIONS 

FOR  THE  YEAR  ENDED  MARCH  3 1 . 1998 

1998 1997 

Budget  Actual  Actual 

(in  thousands) 


Revenues 


Commercial 

$19,954 

$15,610 

$15,445 

Alberta  government  departments  and  agencies 

6,232 

8,053 

6,180 

Other  revenue 

- 

801 

1,492 

Expenses 

Voted 

26,186 

24,464 

23,117 

Minister's  Office 

250 

224 

226 

Alberta  Science  and  Research  Authority 

1,508 

1,372 

1,465 

Statutory 

Alberta  Research  Council 

48,861 

47,342 

45,084 

Science  and  Research  Fund 

5,000 

3,344 

- 

Valuation  adjustments 

Provision  for  vacation  pay  (Note  4) 

- 

17 

70 

Write-down  of  capital  assets 

- 

457 

786 

55,619 

52,756 

47,631 

Net  operating  results 

(29,433) 

(28,292) 

(24,514) 

Net  contribution  from  general  revenues 

29,696 

30,260 

25,620 

Excess  of  revenue  over  expenses 

$ 263 

$ 1,968 

$ 1,106 

The  accompanying  notes  and  schedule  are  part  of  these  consolidated  Financial  statements. 


MINISTRY  OF  SCIENCE.  RESEARCH  ANDJNFORMATIQN  TECHNOLOGY 

CONSOLIDATED  STATEMENT  OF  CHANGES  IN  FINANCIAL  POSITION 

FOR  THEYEAR  ENDED  MARCH  31,  1998 


1998  1997 

Actual  . Actual 


(in  thousands) 

Operating  transactions 

Net  operating  results 

$ (28,292) 

$ (24,514) 

Non-cash  items  included  in  net  operating  results 

Amortization 

2,210 

2,755 

Valuation  adjustments  (Note  4) 

17 

70 

Write  down  of  capital  assets  and  marketable  securities 

4&I_ 

Z2fi_ 

(25,580) 

(20,903) 

Increase  in  accounts  receivable 

(564) 

(5,022) 

Increase  in  accrued  income  receivable 

(1.311) 

(870) 

Increase  in  prepaid  expenses 

(31) 

(175) 

Decrease  (increase)  in  advances 

3 

(1) 

Increase  in  accounts  payable  and  accrued  liabilities 

2,739 

9,691 

Increase  in  unearned  revenues 

621 

548 

Increase  (decrease)  in  pension  obligations 

mi 

2.587 . 

Net  cash  used  by  continuing  operations 

(25,031) 

(14,145) 

Net  contribution  from  general  revenues 

30.260 

25.620 

Cash  provided  by  operating  transactions 

1222- 

11,475. 

Investing  transactions 

Purchase  of  marketable  securities 

(100) 

- 

Net  assets  assumed  on  transfer 

- 

16,644 

Capital  assets  assumed  on  transfer 

- 

(11,215) 

Purchase  of  capital  assets 

(2,401) 

(3,677) 

Proceeds  from  disposal  of  capital  assets 

5L. 

102. 

Cash  provided  (used)  by  investing  transactions 

(2,4501 

1.854- 

Net  cash  provided 

2,778 

13,329 

Due  from  general  revenues  and  cash,  beginning  of  year 

13.325 

(41 

Due  from  general  revenues  and  cash,  end  of  year 

$ 16.103 

$ 

13.325 

Due  from  general  revenues  and  cash,  end  of  year 

Due  from  general  revenues 

$ 804 

$ 

198 

Cash 

15222- 

-13J22- 

$ 16.103 

$ 

13.325  . 

The  accompanying  notes  and  schedule  are  part  of  these  consolidated  financial  statements. 


MINISTRY  OF  SCIENCE.  RESEARCH  AND  INFORMATION  TECHNOLOGY 

CONSOLIDATED  STATEMENT  OF  ASSETS.  LIABILITIES  AND  NET  ASSETS 

AS  AT  MARCH  31.  1998 

1998  1997 

(in  thousands) 

ASSETS 

Cash  $15,299  $13,127 

Accounts  receivable  (Note  5)  5,586  5,022 

Marketable  securities  (Note  6)  71- 

Advances  3 6 

Accrued  income  receivable  2,181  870 

Prepaid  Expenses  206  175 

Due  from  general  revenues  804  198 

Capital  assets  (Note  7)  10,934  1 1 ,249 


$35,084  $30,647 


LIABILITIES  AND  NET  ASSETS 

Accounts  payable  and  accrued  liabilities  (Note  4)  $ 1 2,5 1 8 $ 9,762 

Unearned  contract  revenue  1,169  548 

Pension  liability  (Note  8)  1,679  2,587 


15,366  12,897 

Net  assets  19,718  17,750 


$35,084  $30,647 


Net  assets,  beginning  of  year  $17,750  $ 

Surplus  for  the  year  1 ,968  1 , 1 06 

Net  assets  assumed  on  transfer  - 16,644 


Net  assets,  end  of  year  $19,718  $17,750 


The  accompanying  notes  and  schedule  are  part  of  these  consolidated  financial  statements. 


MINISTRY  OF  SCIENCE.  RESEARCH  AND  INFORMATION  TECHNOLOGY 


NOTES  TO  THE  CONSOLIDATED  FINANCIAL  STATEMENTS 

MARCH  31.  1998 


Note  1 Authority 

The  Minister  responsible  for  Science,  Research  and  Information  Technology  has  been 
designated  as  responsible  for  various  Acts  by  the  Government  Organization  Act  and  its 
regulations.  To  ftilfill  these  responsibilities,  the  Minister  administers  the  organizations 
listed  below.  The  authority  under  which  each  organization  operates  is  also  listed. 
Together,  these  organizations  form  the  Ministry  of  Science,  Research  and  Information 
Technology. 

Organization  Authority 

Alberta  Science  and  Research  Authority  Science  and  Research  Authority  Act 

Alberta  Research  Council  Alberta  Research  Council  Act 

Science  and  Research  Fund  Science  and  Research  Authority  Act 

The  Alberta  Science,  Research  and  Technology  Act  was  passed  on  March  26,  1998. 
The  Act  will  come  into  force  on  proclamation,  which  is  not  expected  until 
April  1,  1999.  The  Act  will  continue  the  Alberta  Research  Council  as  the  Alberta 
Science,  Research  and  Technology  Authority.  The  Act  will  dissolve  the  Alberta 
Science  and  Research  Authority  and  the  Science  and  Research  Fund  and  their  assets 
and  liabilities  will  be  vested  in  the  new  Authority. 

Note  2 Purpose 

The  purpose  of  the  Ministry  is  to  enhance  the  contribution  of  science,  research  and 
information  technology  to  the  sustainable  prosperity  and  quality  of  life  of  all  Albertans,  and 
to  provide  information  and  services  in  technology  through  application  and  applied  research. 
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Note  3 Summary  of  Significant  Accounting  Policies  and  Reporting  Practices 

These  consolidated  financial  statements  are  prepared  in  accordance  with  the  following 
accounting  policies  that  have  been  established  by  government  for  all  Ministries.  The 
recommendations  of  the  Public  Sector  Accounting  and  Auditing  Board  of  the 
Canadian  Institute  of  Chartered  Accountants  are  the  primary  source  for  the  disclosed 
basis  of  accounting.  Recommendations  of  the  Accounting  Standards  Board  of  the 
Canadian  Institute  of  Chartered  Accountants,  other  authoritative  pronouncements, 
accounting  literature  and  published  financial  statements  relating  to  either  the  public 
sector  or  analogous  situations  in  the  private  sector  are  used  to  supplement  the 
recommendations  of  the  Public  Sector  Accounting  and  Auditing  Board  where  it  is 
considered  appropriate. 

(a)  Reporting  Entity 

The  consolidated  reporting  entity  is  the  Ministry  of  Science,  Research  and 
Information  Technology  and  includes  the  activities  of  the  Alberta  Research 
Council,  the  Science  and  Research  Fund  and  the  Alberta  Science  and  Research 
Authority,  including  the  Minister’s  Office. 

The  financial  statements  for  the  individual  entities  provide  more  detailed 
information  about  the  operations  of  each  entity. 

(b)  Method  of  Consolidation 

The  accounts  of  the  Alberta  Science  and  Research  Authority,  the  Alberta 
Research  Council,  and  the  Science  and  Research  Fund  are  consolidated  after 
adjusting  them  to  a basis  consistent  with  the  accounting  policies  described  below 
in  (c).  Revenue  and  expense  transactions,  investing  and  financing  transactions, 
and  related  asset  and  liability  accounts  between  consolidated  entities  have  been 
eliminated. 

(c)  Basis  of  Financial  Reporting 
Revenues 

All  revenues  are  reported  on  the  accrual  method  of  accounting.  Cash  received  for 
which  goods  or  services  have  not  been  provided  by  year  end  is  recorded  as  unearned 
revenue.  Contract  revenue  is  recognized  as  costs  are  incurred,  up  to  the  contract 
maximum  and  in  accordance  with  contracted  cost-sharing  ratios.  Full  provision  is 
made  for  all  known  or  estimated  losses  on  uncompleted  contracts  as  soon  as  they 
can  reasonably  be  estimated. 
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Note  3 Summary  of  Significant  Accounting  Policies  and  Reporting  Practices  (continued) 

(c)  Basis  of  Financial  Reporting  (continued) 

Expenses 

Expenses  represent  the  costs  of  resources  consumed  during  the  year  on  the 
Ministry’s  operations.  Expenses  include  amortization  of  capital  assets. 

For  the  Alberta  Research  Council,  pension  costs  comprise  the  cost  of  pension 
benefits  earned  by  employees  during  the  year,  interest  on  the  Alberta  Research 
Council’s  share  of  the  unfunded  pension  liabilities,  the  amortization  of  gains  or 
losses  that  relate  to  the  long-term  over  the  expected  average  remaining  service 
life  of  the  employee  group,  the  immediate  recognition  of  gains  or  losses  for 
which  there  is  reasonable  assurance  regarding  measurement  and  realization,  and 
the  change  in  the  Alberta  Research  Council’s  share  of  unfunded  pension 
liabilities.  The  net  expense  or  recovery  is  included  as  a part  of  salaries,  wages 
and  benefits. 

For  the  Alberta  Science  and  Research  Authority,  pension  costs  comprise  the 
cost  of  employer  contributions  for  current  service  of  employees  during  the  year 
and  additional  employer  contributions  for  employees’  service  related  to  prior 
years. 

Certain  expenses,  primarily  for  office  space,  legal  advice,  and  banking  services, 
incurred  on  behalf  of  the  Ministry  of  Science,  Research  and  Information 
Technology  by  other  Ministries  are  not  reflected  in  the  Consolidated  Statement 
of  Operations. 

Valuation  Adjustments 

Valuation  adjustments  include  changes  in  the  valuation  allowances  used  to  reflect 
financial  assets  at  their  net  recoverable  or  other  appropriate  value.  Valuation 
adjustments  also  represent  the  change  in  management’s  estimate  of  future 
payments  arising  from  obligations  relating  to  guarantees,  indemnities,  and 
deficits  of  provincial  agencies  within  the  Ministry. 

Assets 

Financial  assets  of  the  Ministry  are  limited  to  financial  claims,  such  as  advances 
to  and  receivables  from  other  organizations,  employees  and  other  individuals. 

Marketable  securities  are  recorded  at  the  lower  of  cost  or  quoted  market  value. 

Capital  assets  of  the  Ministry  are  recorded  at  historical  cost  and  amortized  on  a 
straight-line  basis  over  the  estimated  useful  lives  of  the  assets. 
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Note  3 Summary  of  Significant  Accounting  Policies  and  Reporting  Practices  (continued) 

(c)  Basis  of  Financial  Reporting  (continued) 

Liabilities 

Liabilities  include  all  financial  claims  payable  by  the  Ministry  at  fiscal  year  end 
except  long  term  disability  benefits  and  certain  pension  benefits,  which  are 
reflected  in  the  financial  statements  of  Treasury  Department  on  behalf  of  all 
Ministries. 

Patents 

Expenditures  for  patents  owned  by  the  Alberta  Research  Council  as  a result  of 
research  activity  are  not  capitalized  due  to  the  uncertain  value  of  benefits  that  may 
accrue  to  the  Alberta  Research  Council. 

Expenditures  on  the  acquisition  or  development  of  other  intangible  assets  including 
intellectual  capital  are  not  capitalized  as  there  currently  is  not  an  acceptable 
methodology  for  measuring  the  value  of  future  benefits  accruing  to  the  Research 
Council. 

Note  4 Change  in  Accounting  Policy 

In  prior  years,  valuation  adjustments  were  reported  in  the  financial  statements  of 
Treasury  on  behalf  of  the  Ministry.  During  the  year,  the  Ministry  changed  its 
accounting  policy  to  report  certain  valuation  adjustments  in  the  Statement  of  Revenues 
and  Expenses.  This  change,  which  has  been  applied  retroactively,  has  the  effect  of 
decreasing  net  operating  results  from  continuing  operations  by  $17,000  and  increasing 
net  contributions  from  general  revenues  by  the  same  amount.  In  connection  with  this 
change,  the  Ministry  records  liabilities  associated  with  vacation  entitlements.  This 
change,  which  has  been  applied  retroactively,  has  the  effect  of  increasing  accounts 
payable  and  accrued  liabilities  by  $46,000  and  decreasing  due  from  general  revenues 
by  the  same  amount. 
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Note  5 


Note  6 


Note  7 


Accounts  Receivable 


1998 

1997 

Gross 

Amount 

Allowance 

for 

Doubtful 

Accounts 

Net 

Realizable 

Value 

Net 

Realizable 

Value 

(in  thousands) 

Commercial 

$ 3,188 

$ 268 

$ 2,920 

$ 3,943 

Alberta  government  departments 

and  agencies 

2,600 

- 

2,600 

1,072 

Accrued  interest 

56 

- 

56 

- 

Other 

10 

- 

10 

7 

$ 5.854 

$ 268 

$ 5.586 

$ 5,022 

Marketable  Securities 

Marketable  securities  consist  of  17,392  Class  A voting,  common  shares  of  Stellarton 

Energy  Corporation  which 

were  purchased  for  $100,000. 

The  marketable  securities  are  recorded  at  $71,000  to  reflect  the  quoted  fair  market 

value  at  March  31,  1998. 

Capital  Assets 

1998 

1997 

Accumulated 

Net  Book 

Net  Book 

Cost 

Amortization 

Value 

Value 

(in  thousands) 

Buildings 

$ 5,916 

$ 

1,822 

$ 4,094 

$ 4,513 

Equipment 

27,817 

21,607 

6,210 

5,714 

Furniture  and  fixtures 
Computer  equipment  and 

178 

136 

42 

• 

software 

6.246 

5,658 

588 

1.022 

$40,157 

$ 

29.223 

$10,934 

$ 1 1 .249 
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Note  8 Pension  Liability 

The  Alberta  Research  Council  participates  with  other  employers  in  the  Public  Service  and 
Management  Employees  pension  plans.  These  plans  provide  pensions  for  the  Alberta 
Research  Council’s  employees  based  on  years  of  service  and  earnings. 

The  Alberta  Research  Council’s  unfunded  pension  liability  for  the  Public  Service  plan  and 
the  Management  Employees  plan  as  at  March  3 1 was  estimated  as  follows: 


1998  1997 

(in  thousands) 

Public  Service  Plan  $ 732  $1,069 

Management  Employees  Plan  947  1,518 

$1,679  $2,587 


The  total  unfunded  pension  liability  for  each  plan  as  at  March  31,  1998  was  determined  by 
actuarial  valuations,  as  at  December  3 1 , 1995  for  the  Public  Service  plan  and  as  at 
December  3 1 , 1994  for  the  Management  Employees  plan,  both  extrapolated  to 
March  31,  1998.  The  1997  comparative  figures  were  based  upon  actuarial  valuations  as  at 
December  31,  1995  for  the  Public  Service  Plan  and  as  at  December  31,  1994  for  the 
Management  Employees  plan,  both  extrapolated  to  March  3 1 , 1997. 

The  actuarial  valuations  were  determined  using  the  projected  benefit  method  prorated  on 
service.  Assumptions  used  in  the  valuation  are  based  on  the  Pension  Board’s  best  estimate 
of  future  events.  The  plans’  future  experiences  will  inevitably  vary,  perhaps  significantly, 
from  the  assumptions.  Any  differences  between  the  actuarial  assumptions  and  future 
experiences  will  emerge  as  gains  or  losses  in  future  valuations.  Gains  or  losses  which  relate 
to  the  long-term  are  amortized  over  the  expected  average  remaining  service  life  of  the 
employee  group;  gains  and  losses  for  which  there  is  reasonable  assurance  regarding  their 
measurement  and  realization  are  recognized  in  income  immediately. 

The  Public  Sector  Pension  Plans  Act  specifies  the  basis  to  determine  the  amount  of  the 
total  unfunded  liability  for  each  plan  which  will  be  funded  by  employers.  The  Alberta 
Research  Council’s  portion  of  those  employers’  liabilities  was  based  on  the  Alberta 
Research  Council’s  percentage  of  the  total  pensionable  payroll  of  all  employers. 


-7- 


Note  9 Obligation  under  Operating  Leases 

The  Ministry  leases  certain  equipment  under  operating  leases  that  expire  on  various 
dates  to  2002.  The  aggregate  amount  payable  for  the  unexpired  terms  of  these  leases 
are  as  follows: 


(in  thousands) 


Year  ending  March  31, 


1999 

$ 88 

2000 

65 

2001 

39 

2002 

7 

$199 


Note  10  Related  Party  Transactions 

The  Ministry  paid  $494,966  to  various  other  Government  of  Alberta  departments, 
agencies  or  funds  for  supplies  and/or  services  during  the  fiscal  year.  In  addition,  the 
Ministry  paid  Payment  Systems  Corporation  (PSC),  a joint  venture  partially  owned  by 
the  Province  of  Alberta,  $60,703  for  computer  processing.  Accommodations,  legal, 
telecommunications,  personnel,  and  certain  financial  costs  were  provided  to  the 
Ministry  by  other  government  organizations  at  no  cost,  but  had  an  estimated  value  of 
$7,733,019. 

In  addition  unrecorded  capital  expenditure  totaled  $ 1 ,924,000.  There  were  no 
receivables  or  payables  to  related  parties  outstanding  at  year  end. 

The  Ministry  and  its  employees  paid  certain  taxes  and  fees  set  by  regulation  for 
permits,  licenses,  and  other  rights.  These  amounts  were  included  in  the  normal  course 
of  business  and  reflect  charges  applicable  to  all  users. 
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Note  1 1 Financial  Instruments 

The  fair  values  of  cash,  accounts  receivable,  advances,  prepaids,  accrued  income 
receivable,  and  accounts  payable  and  accrued  liabilities  approximate  their  carrying 
value. 

In  addition,  at  March  31,  1998,  the  Alberta  Research  Council  owns  the  following: 

(i)  options,  which  expire  May  5,  2001,  to  acquire  272,400  (1997  - 343,200) 
common  shares  of  a public  company,  exercisable  at  $ 1 per  common  share.  The 
market  value  of  this  public  company’s  common  shares  at  March  31,  1998  was 
$10.15  per  share. 

Subsequent  to  March  31,  1998,  the  Alberta  Research  Council  has  agreed  to 
share  royalty  and  licensing  revenue  related  to  the  technology  which  resulted  in 
the  Alberta  Research  Council  receiving  the  above  options.  One-half  of  future 
revenues  from  identified  licensing  agreements  are  to  be  designated  for 
collaborative  carbohydrate  research  projects  by  the  Alberta  Research  Council 
and  the  University  of  Alberta.  The  Alberta  Research  Council  is  currently  in  the 
process  of  negotiating  this  agreement  with  the  University  of  Alberta. 

One-half  of  the  exercised  options  to  acquire  the  above  noted  common  shares 
would  be  designated  for  collaborative  carbohydrate  research  projects,  as  part  of 
this  proposed  agreement. 

(ii)  options,  which  expire  March  31,  2003,  to  acquire  75,000  common  shares  of  a 
public  company  exercisable  at  $2  per  common  share.  The  market  value  of  this 
public  company’s  common  shares  at  March  31,  1998  was  $1 .32  per  share. 

These  options,  which  were  originally  acquired  as  part  of  the  consideration  for  granting 
of  various  licenses,  are  recorded  at  nominal  values. 

The  Alberta  Research  Council  is  subject  to  market  risk  with  these  stock  options.  As  a 
result,  the  value  of  these  financial  instruments  w ill  fluctuate  as  a result  of  changes  in 
market  prices. 
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Note  12  Uncertainty  Due  to  the  Year  2000 

The  year  2000  issue  is  the  result  of  some  computer  programs  being  written  using  two 
digits  rather  than  four  to  define  the  applicable  year.  Government  computer  programs 
that  have  date  sensitive  software  may  recognize  a date  using  “00”  as  the  year  1900 
rather  than  the  year  2000,  which  could  result  in  miscalculations  or  system  failures.  In 
addition,  similar  problems  may  arise  in  some  systems  if  certain  dates  in  1999  are  not 
recognized  as  a valid  date  or  are  recognized  to  represent  something  other  than  a date. 
The  effects  of  the  year  2000  issue  may  be  experienced  before,  on,  or  after 
January  1,  2000.  If  not  addressed,  the  effect  on  operations  and  financial  reporting  may 
range  from  minor  errors  to  significant  systems  failure  that  could  affect  the  ability  to 
conduct  some  government  operations. 

The  government  is  currently  working  to  resolve  the  potential  effect  of  the  year  2000 
on  the  processing  of  date  sensitive  information  by  the  government’s  computerized 
information  systems  in  a timely  manner.  The  costs  of  addressing  potential  problems  by 
modifying,  replacing  or  retiring  significant  portions  of  computerized  information 
systems  are  not  expected  to  have  a material  adverse  effect  on  the  province’s  financial 
condition.  Despite  the  government’s  efforts  to  address  this  issue,  it  is  not  possible  to 
be  certain  that  all  aspects  of  the  year  2000  issue  affecting  the  government,  including 
those  related  to  the  efforts  of  customers,  suppliers  and  other  third  parties,  will  be  fully 
resolved. 


Note  1 3 Comparative  Figures 

Certain  1997  figures  have  been  reclassified  to  conform  to  the  1998  presentation. 

Note  14  Subsequent  Event 

Subsequent  to  year  end,  a statement  of  claim  has  been  filed  against  the  Alberta 
Research  Council  for  special  or  general  damages  of  $580,000  plus  punitive  damages  of 
$500,000  relating  to  the  alleged  breach  of  a Product  Development  and  License 
Agreement  with  a third  party.  In  management’s  opinion,  this  matter  is  without 
substantial  merit  and  no  provision  has  been  made  for  the  claim  in  the  financial 
statements.  The  Research  Council  is  planning  to  file  a counter  suit  against  the  third 
party  on  this  matter. 

Note  15 


Approval  of  Financial  Statements 

The  financial  statements  were  approved  by  the  Senior  Financial  Officer  and  the 
President  of  Alberta  Science  and  Research  Authority. 


Schedule  1 


MINISTRY  OF  SCIENCE.  RESEARCH  AND  INFORMATION  TECHNOLOGY 

CONSOLIDATED  SCHEDULE  OF  EXPENSES  DETAILED  BY  OBJECT 


FOR  THE  YEAR  ENDED  MARCH  3 1.  1998 


1998 

1997 

Budget 

Actual 

Actual 

(in  thousands) 

Salaries,  wages  and  employee  benefits 

$11,225 

$29,210 

$25,578 

Supplies  and  services 

11,411 

17,146 

16,755 

Grants 

32,938 

3,355 

- 

Financial  transactions  and  other 

45 

361 

1,687 

Amortization  of  capital  assets 

- 

2,210 

2,755 

Write  down  of  capital  assets  and 

marketable  securities 

- 

457 

786 

Valuation  adjustments 

- 

17 

70 

$55,619 

$52,756 

$47,631 
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AUDITOR’S  REPORT 


To  the  Minister  Responsible  for  Science,  Research  and  Information  Technology 


I have  audited  the  statement  of  assets  and  liabilities  of  the  Alberta  Science  and  Research 
Authority  as  at  March  31,  1998  and  the  statements  of  revenues  and  expenses  and  changes  in 
financial  position  for  the  year  then  ended.  These  financial  statements  are  the  responsibility  of  the 
Authority’s  management.  My  responsibility  is  to  express  an  opinion  on  these  financial 
statements  based  on  my  audit. 

I conducted  my  audit  in  accordance  with  generally  accepted  auditing  standards.  Those  standards 
require  that  I plan  and  perform  an  audit  to  obtain  reasonable  assurance  whether  the  financial 
statements  are  free  of  material  misstatement.  An  audit  includes  examining,  on  a test  basis, 
evidence  supporting  the  amounts  and  disclosures  in  the  financial  statements.  An  audit  also 
includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by 
management,  as  well  as  evaluating  the  overall  financial  statement  presentation. 

The  Alberta  Science  and  Research  Authority  is  required  to  follow  the  corporate  government 
accounting  policies  and  reporting  practices  as  disclosed  in  Note  3.  These  accounting  policies 
have  been  established  by  Alberta  Treasury  and  are  consistent  across  ministries.  With  certain 
exceptions,  the  basis  of  accounting  is  in  accordance  with  generally  accepted  accounting 
principles.  My  reservation  of  opinion  in  this  auditor’s  report  identifies  the  exceptions  from 
generally  accepted  accounting  principles  that  arise  from  following  the  accounting  policies 
established  by  Alberta  Treasury. 

The  following  accounting  policies  are  exceptions  from  generally  accepted  accounting  principles: 
Pension  obligations 

Obligations  to  pension  plans  for  current  and  former  employees  of  the  Authority  have  not  been 
recognized  as  a liability  in  the  accompanying  statement  of  assets  and  liabilities  and  consequently 
the  annual  change  in  the  liability  has  not  been  recognized  in  the  statement  of  revenues  and 
expenses.  In  my  view,  on  a basis  of  allocation  similar  to  that  used  for  Provincial  agencies,  an 
amount  of  approximately  $1 12,000  due  to  pension  plans  at  March  31,  1998,  in  the  Authority’s 


capacity  as  employer,  and  which  is  reflected  in  the  financial  statements  of  the  Department  of 
Treasury,  should  be  recognized  as  a liability  in  these  financial  statements.  The  effect  of  not 
recognizing  the  annual  change  in  the  liability  is  to  overstate  the  Authority’s  expenses  for  the  year 
ended  March  31,  1998,  by  $57,000. 

Long-term  disability  benefits 

Unfunded  accrued  long-term  disability  benefits  have  not  been  recognized  as  a liability  in  the 
accompanying  statement  of  assets  and  liabilities  and  related  expenses  have  not  been  recognized 
in  the  statement  of  revenues  and  expenses.  During  the  year  ended  March  31,  1998,  the  liability 
for  the  benefits  for  all  departments,  which  was  recorded  in  the  financial  statements  of  the 
Department  of  Treasury,  was  fully  funded.  However,  unfunded  benefits  for  all  departments  that 
were  recorded  in  the  financial  statements  of  the  two  Long-term  Disability  Benefit  Funds  have  not 
been  allocated.  In  my  view,  the  Authority’s  liabilities  at  March  31,  1998  are  understated  by 
approximately  $3,676  and  expenses  for  the  year  ended  March  31, 1998  are  understated  by 
approximately  $ 1 1 ,3 1 5. 

Excluded  direct  costs 


Accommodation  and  certain  other  administration  costs  incurred  in  the  operation  of  the  Authority 
have  not  been  included  in  expenses.  These  costs,  estimated  at  577,273,  are  recorded  by  the 
departments  that  paid  the  expenses  on  behalf  of  the  Authority. 

In  my  opinion,  except  for  the  effect  of  the  matters  discussed  in  the  preceding  section,  these 
financial  statements  present  fairly,  in  all  material  respects,  the  financial  position  of  the  Authority 
as  at  March  31,  1998  and  the  results  of  its  operations  and  the  changes  in  its  financial  position  for 
the  year  then  ended  in  accordance  with  generally  accepted  accounting  principles. 


Auditor  General 


Edmonton,  Alberta 
May  22,  1998 


AUDITOR 

GENERAL 
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ALBERTA  SCIENCE  AND  RESEARCH  AUTHORITY 


STATEMENT  OF  REVENUES  AND  EXPENSES 

FOR  THE  YEAR  ENDED  MARCH  3 1 . 1998 


1998 1997 


Budget 

Actual 

(in  thousands) 

Actual 

Revenues 

Other  revenue 

_i 

_S 2_ 

$ 

- 

3 

- 

Expenses 

Voted  (Schedules  2 and  4) 

Minister's  Office 

250 

224 

226 

Operating  expenses 

1,508 

1,516 

1,465 

Alberta  Research  Council  assistance 

22,938 

23,506 

23,859 

Science  & Research  Fund  assistance 

5.000 

5.000 

- 

29.696 

30.246 

25.550 

Valuation  adjustments 

Provision  for  vacation  pay 

- 

17 

70 

Loss  on  disposal  of  capital  assets 

- 

- 

1.520 

29.696 

30.263 

27.140 

Net  operating  results 

(29,696) 

(30,260) 

(27,140) 

Net  contribution  from  general  revenues  (Note  4) 

29.696 

30.260 

27.140 

Net  income 

$ 

$ 

$ 

The  accompanying  notes  and  schedules  are  part  of  these  financial  statements. 


ALBERTA  SCIENCE  AND  RESEARCH  AUTHORITY 

STATEMENT  OF  CHANGES  IN  FINANCIAL  POSITION 

FOR  THE  YEAR  ENDED  MARCH  3 1.  1 998 

1998  1997 

Actual  Actual 

(in  thousands) 

Operating  transactions 

Net  operating  results  $(30,260)  $(27,140) 

Non-cash  items  included  in  net  operating  results 

Amortization  - 93 

Valuation  adjustments  17  70 

Loss  on  disposal  of  capital  assets  L520 

(30,243)  (25,457) 

Increase  in  accounts  receivable  (1) 

Decrease  (increase)  in  advances  2 (1) 

Increase  in  accounts  payable  and  accrued  liabilities  619  104 

Net  cash  used  by  operations  (29,623)  (25,354) 

Net  contribution  from  general  revenues  30,260  27,140 

Cash  provided  by  operating  transactions  637  1,786 

Investing  transactions 

Capital  assets  transferred  from  Environmental  Protection  (1,613) 

Cash  used  by  investing  transactions  (1,613) 

Net  cash  provided  637  173 

Due  (to)  from  general  revenues  and  cash,  beginning  of  year  169  (41 

Due  from  general  revenues  and  cash,  end  of  year  $ 806  $ 169 


The  accompanying  notes  and  schedules  are  part  of  these  financial  statements. 


ALBERTA  SCENCE  AND  RESEARCH  AUTHORITY 


STATEMENT  OF  ASSETS  AND  LIABILITIES 

AS  AT  MARCH  31.  1998 

1998  1997 

(in  thousands) 

Assets: 

Accounts  receivable  $ 1 $ - 

Advances  (Note  5)  4 6 

Due  from  general  revenues  806  169 


$81 1 $175 


Liabilities: 

Accounts  payable  & accrued  liabilities  $81 1 $ 175 


The  accompanying  notes  and  schedules  are  part  of  these  financial  statements. 


ALBERTA  SCIENCE  AND  RESEARCH  AUTHORITY 


Note  1 


Note  2 


Note  3 


Note  3 


NOTES  TO  THE  FINANCIAL  STATEMENTS 

MARCH  31.  1998 


Authority 

The  Alberta  Science  and  Research  Authority  operates  under  the  authority  of  the 
Government  Organization  Act,  Statutes  of  Alberta. 

The  Science  and  Research  Authority  Act  was  proclaimed  into  force  on 
September  15,  1995. 

The  Alberta  Science,  Research  and  Technology  Act  was  passed  on  March  26,  1998. 
The  Act  will  come  into  force  on  proclamation,  which  is  not  expected  until 
April  1,  1999.  The  Act  will  continue  the  Alberta  Research  Council  as  the  Alberta 
Science,  Research  and  Technology  Authority.  The  Act  will  dissolve  the  Alberta 
Science  and  Research  Authority  and  the  Science  and  Research  Fund  and  their  assets 
and  liabilities  will  be  vested  in  the  new  Authority. 


Purpose 

The  purpose  of  the  Alberta  Science  and  Research  Authority  (the  Authority)  is  to 
enhance  the  contribution  of  science,  research  and  information  technology  to  the 
sustainable  prosperity  and  quality  of  life  of  all  Albertans. 

The  over-arching  goal  for  the  Authority  is  to  increase  the  value  of  socio-economic 
benefits  to  Alberta  from  science  and  research  investments  in  Alberta. 


Summary  of  Significant  Accounting  Policies  and  Reporting  Practices 

These  financial  statements  are  prepared  in  accordance  with  the  following  accounting 
policies  that  have  been  established  by  government  for  all  departments.  The 
recommendations  of  the  Public  Sector  Accounting  and  Auditing  Board  of  the 
Canadian  Institute  of  Chartered  Accountants  are  the  primary  source  for  the  disclosed 
basis  of  accounting.  Recommendations  of  the  Accounting  Standards  Board  of  the 
Canadian  Institute  of  Chartered  Accountants,  other  authoritative  pronouncements, 
accounting  literature  and  published  financial  statements  relating  to  either  the  public 
sector  or  analogous  situations  in  the  private  sector  are  used  to  supplement  the 
recommendations  of  the  Public  Sector  Accounting  and  Auditing  Board  where  it  is 
considered  appropriate. 

Summary  of  Significant  Accounting  Policies  and  Reporting  Practices  (continued) 
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(a)  Reporting  Entity 

The  reporting  entity  is  the  Authority,  which  is  part  of  the  Ministry  of  Science, 
Research  and  Information  Technology  and  for  which  the  Minister  responsible  for 
Science,  Research  and  Information  Technology  is  accountable.  Other  entities 
reporting  to  the  Minister  are  the  Alberta  Research  Council  (the  Research 
Council)  and  the  Science  and  Research  Fund  (the  Fund).  The  activities  of  these 
organizations  are  not  included  in  these  financial  statements.  The  activities  of  the 
Minister’s  Office  have  been  included  in  these  financial  statements. 

Since  significant  financial  transactions  of  the  Ministry  are  reported  outside  the 
Authority’s  financial  statements,  the  Ministry  consolidated  financial  statements 
provide  a more  comprehensive  accounting  of  the  financial  position  and  results  of 
the  Ministry’s  operations.  The  Ministry  Annual  Report  provides  a more 
complete  picture  of  the  responsibilities  for  which  the  Minister  is  accountable. 

All  departments  of  the  Government  of  Alberta  operate  within  the  General 
Revenue  Fund.  The  General  Revenue  Fund  is  administered  by  the  Provincial 
Treasurer.  All  revenues  collected  by  the  departments  are  deposited  into  the 
General  Revenue  Fund  and  all  disbursements  made  by  the  departments  are  paid 
from  the  General  Revenue  Fund. 

(b)  Basis  of  Financial  Reporting 
Revenues 

All  revenue  is  reported  on  the  accrual  method  of  accounting. 


Expenses 

Expenses  represent  the  costs  of  resources  consumed  during  the  year  on  the 
Authority’s  operations. 

Pension  costs  included  in  these  statements  comprise  the  cost  of  employer 
contributions  for  current  service  of  employees  during  the  year  and  additional 
employer  contributions  for  employees’  service  relating  to  prior  years. 
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Note  3 Summary  of  Significant  Accounting  Policies  and  Reporting  Practices  (continued) 

(b)  Basis  of  Financial  Reporting  (Continued): 

Expenses  (Continued) 

Certain  expenses,  primarily  for  office  space,  legal  advice,  and  banking  services, 
incurred  on  behalf  of  the  Authority  by  other  Ministries  are  not  reflected  in  the 
Statement  of  Revenues  and  Expenses. 

Valuation  Adjustments 

Valuation  adjustments  include  changes  in  the  valuation  allowances  used  to 
reflect  financial  assets  at  their  net  recoverable  or  other  appropriate  value. 
Valuation  adjustments  also  represent  the  change  in  management’s  estimate  of 
future  payments  arising  from  obligations  relating  to  guarantees,  indemnities,  and 
deficits  of  provincial  agencies  within  the  Ministry. 

Assets 

Financial  assets  of  the  Authority  are  limited  to  financial  claims,  such  as  advances 
to  and  receivable  from  other  organizations,  employees  and  other  individuals. 

Liabilities 

Liabilities  include  all  financial  claims  payable  by  the  Authority  at  fiscal  year  end, 
except  long  term  disability  benefits  and  certain  pension  benefits,  which  are 
reflected  in  the  financial  statements  of  Treasury  Department  on  behalf  of  all 
departments. 

(c)  Change  in  Accounting  Policy 

In  prior  years,  valuation  adjustments  were  reported  in  the  financial  statements  of 
the  Department  of  Treasury  on  behalf  of  the  Authority.  During  the  year,  the 
Authority  changed  its  accounting  policy  to  report  certain  valuation  adjustments 
in  the  Statement  of  Revenues  and  Expenses.  This  change,  which  has  been 
applied  retroactively,  has  the  effect  of  decreasing  net  operating  results  from 
continuing  operations  by  $17,000  and  increasing  net  contributions  from  general 
revenues  by  the  same  amount.  In  connection  with  this  change,  the  Authority 
records  liabilities  associated  with  vacation  entitlements.  This  change,  which  has 
been  applied  retroactively,  has  the  effect  of  increasing  accounts  payable  and 
accrued  liabilities  by  $46,000  and  decreasing  due  to  general  revenues  by  the 
same  amount. 
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Note  4 Net  Contribution  From  General  Revenues 

Since  revenues  generated  by  the  Authority  are  less  than  the  expenses  of  the  Authority, 
additional  funding  is  provided  from  General  Revenues  of  the  Province.  Net 
contributions  to  the  Authority  from  General  Revenues  together  with  the  revenues 
reported  by  the  Authority  provide  the  total  funding  for  the  Authority’s  expenses. 

Note  5 Advances 

Advances  represent  amounts  advanced  to  the  employees  of  the  Authority  to  cover  the 
cost  of  travel  expenses.  They  are  non-interest  bearing  and  are  recoverable  on  demand. 

Note  6 Related  Party  Transactions 

The  Authority  paid  $217,337  to  various  other  Government  of  Alberta  departments, 
agencies  or  funds  for  supplies  and/or  services  during  the  fiscal  year.  The  Authority 
paid  grants  totaling  $23,506,000  (1997  $23,859,000)  to  the  Research  Council  and 
$5,000,000  (1997  $Nil)  to  the  Fund.  In  addition,  the  Authority  paid  Payment  Systems 
Corporation  (PSC),  a joint  venture  partially  owned  by  the  Province  of  Alberta,  $2,1 14 
for  computer  processing.  Accommodations,  legal,  telecommunications,  personnel,  and 
certain  financial  costs  were  provided  to  the  Authority  by  other  government 
organizations  at  no  cost,  but  had  an  estimated  value  of  $77,273.  There  were  no 
receivables  or  payables  to  related  parties  outstanding  at  year  end. 

The  Authority  and  its  employees  paid  certain  taxes  and  fees  set  by  regulation  for 
permits,  licenses,  and  other  rights.  These  amounts  were  included  in  the  normal  course 
of  business  and  reflect  charges  applicable  to  all  users. 

Note  7 Uncertainty  Due  to  the  Year  2000 

The  year  2000  issue  is  the  result  of  some  computer  programs  being  written  using  two 
digits  rather  than  four  to  define  the  applicable  year.  Government  computer  programs 
that  have  date  sensitive  software  may  recognize  a date  using  “00”  as  the  year  1900 
rather  than  the  year  2000,  which  could  result  in  miscalculations  or  system  failures.  In 
addition,  similar  problems  may  arise  in  some  systems  if  certain  dates  in  1999  are  not 
recognized  as  a valid  date  or  are  recognized  to  represent  something  other  than  a date. 
The  effects  of  the  year  2000  issue  may  be  experienced  before,  on,  or  after  January  1, 
2000.  If  not  addressed,  the  effect  on  operations  and  financial  reporting  may  range 
from  minor  errors  to  significant  systems  failure  that  could  affect  the  ability  to  conduct 
some  government  operations. 

Note  7 Uncertainty  Due  to  the  Year  2000  (continued) 
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The  government  is  currently  working  to  resolve  the  potential  effect  of  the  year  2000 
on  the  processing  of  date  sensitive  information  by  the  government’s  computerized 
information  systems  in  a timely  manner.  The  costs  of  addressing  potential  problems  by 
modifying,  replacing  or  retiring  significant  portions  of  computerized  information 
systems  are  not  expected  to  have  a material  adverse  effect  on  the  province’s  financial 
condition.  Despite  the  government’s  efforts  to  address  this  issue,  it  is  not  possible  to 
be  certain  that  all  aspects  of  the  year  2000  issue  affecting  the  government,  including 
those  related  to  the  efforts  of  customers,  suppliers  and  other  third  parties,  will  be  fully 
resolved. 


Note  8 Comparative  Figures 

Certain  1997  figures  have  been  reclassified  to  conform  to  the  1998  presentation. 

Note  9 Approval  of  Financial  Statements 

The  financial  statements  were  approved  by  the  Senior  Financial  Officer  and  the 
President  of  the  Authority. 


ALBERTA  SCIENCE  AND  RESEARCH  AUTHORITY 

BUDGET 


Schedule  1 


FOR  THE  YEAR  ENDED  MARCH  3 1 . 1998 


Revenues 

Other  revenue 

Expenses 

Voted  expenses 
Minister's  Office 

Alberta  Science  and  Research  Authority 
Assistance  to  the  Alberta  Research  Council 
Assistance  to  the  Science  and  Research  Fund 


1997-98 

Budget  (a) 

Voted 

Supplementary  (a) 

1997-98 

Authorized 

Budget 

$ 

(in  thousands) 

$ 

250 

250 

1,508 

15 

1,523 

22,938 

568 

23,506 

m 

. 

lHQiL 

Total  voted  expenses  29.696  583  30.279 

Valuation  adjustments  ^ 

Net  contribution  from  general  revenues  $ 29.696  S 583  $ 30.279 


(a)  Government  Estimates  were  approved  on  May  29,  1997  and  Supplementary  Estimates  were  approved  on 
March  26,  1998. 


Schedule  2 


ALBERTA  SCIENCE  AND  RESEARCH  AUTHORITY 

EXPENSES  DETAILED  BY  OBJECT 
FOR  THE  YEAR  ENDED  MARCH  3 1 . 1998 


Voted: 

Salaries,  wages  and  employee  benefits  (Schedule  3) 

Supplies  and  services 

Grants 

Financial  transactions  and  other 
Amortization  of  capital  assets  (a) 

Total  voted  expenses  for  operations 


1998 1997 


Budget 

Actual 

Actual 

(in  thousands) 

$ 764 

$ 733 

$ 741 

949 

962 

904 

27,938 

28,506 

23,766 

45 

45 

46 

_ 

_ 

93 

$ 29.696 

$ 30.246 

$ 25.550 

(a)  Included  in  1997  is  $93,000  for  amortization  of  assets  for  the  period  April  1 to 

July  10,  1996.  The  assets  were  transferred  from  the  Department  of  Environmental  Protection 
to  the  Authority  effective  April  1,  1996.  These  assets  were  transferred  from  the  Authority  to 
Alberta  Research  Council  July  10,  1996. 


ALBERTA  SCIENCE  AND  RESEARCH  AUTHORITY 
SCHEDULE  TO  FINANCIAL  STATEMENTS 
SALARY  AND  BENEFITS  DISCLOSURE 
FOR  THE  YEAR  ENDED  MARCH  3 1 . 1 998 
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Schedule  4 


Al.BF.RTA  SCIENCE  AND  RESEARCH  AUTHORITY 


FOR  THE  YEAR  ENDED  MARCH  31. 

1998 

1997-98 

Budget 

Voted 

Supplementary 

1997-98 

Authorized 

Budget 

1997-98 

Actual 

Expenses 

Unexpended 
(Over  Expended) 

Voted  expenses 

Science,  Research  and  Information  Technology 

1 .0.  1 Minister's  Office 

1 .0. 2  Alberta  Science  and  Research 

$ 250 

1,508 

$ 

15 

(in  thousands) 

$ 250 

1,523 

$ 224 

1,516 

$ 26 

7 

1.0.3 

Authority 

Assistance  to  Alberta  Research 

22,938 

568 

23,506 

23,506 

. 

1.0.4 

Council 

Assistance  to  Science  and  Research 

Fund 

5,000 

- 

5,000 

5.000 

. 

Total 

voted  expenses 

$ 29,696 

$ 583 

$ 30,279 

$ 30,246 

$ 33 

Science  and  Research  Fund 
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SCIENCE  AND  RESEARCH  FUND 

FINANCIAL  STATEMENTS 

MARCH  31.  1998 


Auditor’s  Report 

Statement  of  Revenues,  Expenses  and  Fund  Balance 
Statement  of  Changes  in  Financial  Position 
Statement  of  Assets,  Liabilities  and  Fund  Balance 


Notes  to  the  Financial  Statements 


AUDITOR 

GENERAL 

Alberta 


or| 

RAL  V 


AUDITOR’S  REPORT 


To  the  Minister  Responsible  for  Science,  Research  and  Information  Technology 


I have  audited  the  statement  of  assets,  liabilities  and  fund  balance  of  the  Science  and  Research 
Fund  as  at  March  31,  1998  and  the  statements  of  revenues,  expenses  and  fund  balance  and 
changes  in  financial  position  for  the  year  then  ended.  These  financial  statements  are  the 
responsibility  of  the  Fund’s  management.  My  responsibility  is  to  express  an  opinion  on  these 
financial  statements  based  on  my  audit. 

I conducted  my  audit  in  accordance  with  generally  accepted  auditing  standards.  Those  standards 
require  that  I plan  and  perform  an  audit  to  obtain  reasonable  assurance  whether  the  financial 
statements  are  free  of  material  misstatement.  An  audit  includes  examining,  on  a test  basis, 
evidence  supporting  the  amounts  and  disclosures  in  the  financial  statements.  An  audit  also 
includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by 
management,  as  well  as  evaluating  the  overall  financial  statement  presentation. 

The  Science  and  Research  Fund  is  required  to  follow  the  corporate  government  accounting 
policies  and  reporting  practices  as  disclosed  in  Note  3.  These  accounting  policies  have  been 
established  by  Alberta  Treasury  and  are  consistent  across  ministries.  With  certain  exceptions, 
the  basis  of  accounting  is  in  accordance  with  generally  accepted  accounting  principles.  My 
reservation  of  opinion  in  this  auditor’s  report  identifies  the  exception  from  generally  accepted 
accounting  principles  that  arises  from  following  the  accounting  policies  established  by  Alberta 
Treasury. 

The  following  accounting  policy  is  an  exception  from  generally  accepted  accounting  principles: 
Excluded  Direct  Costs 


Accommodation  and  certain  other  administration  costs  incurred  in  the  operation  of  the  Fund  have 
not  been  included  in  expenses.  These  costs  are  recorded  by  the  departments  that  paid  the 
expenses  on  behalf  of  the  Fund. 


In  my  opinion,  except  for  the  matter  discussed  in  the  preceding  section,  these  financial 
statements  present  fairly,  in  all  material  respects,  the  financial  position  of  the  Fund  as  at 
March  31,  1998  and  the  results  of  its  operations  and  the  changes  in  its  financial  position  for  the 
year  then  ended  in  accordance  with  generally  accepted  accounting  principles. 


Alov  \fuluj2iut  FCA 

Auditor  General 


Edmonton,  Alberta 
May  22,  1998 
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AUDITOR  ] 
GENERAL 
Alberta 


SCIENCE  AND  RESEARCH  FUND 


STATEMENT  OF  REVENUES.  EXPENSES  AND  FUND  BALANCE 

FOR  THE  YEAR  ENDED  MARCH  3 1 . 1 998 

1998  1998 

Budget Actual 

(in  thousands) 

Revenues 

Transfer  from  Alberta  Science  and  Research  Authority  $5,000  $5,000 

Investment  income  - 74 

5.000  5.074 

Expenses 

Grants  5.000  3.344 

Net  income  - 1,730 

Fund  balance  at  beginning  of  year  ^ 

Fund  balance  at  end  of  year  $ $ 1,730 


The  accompanying  notes  are  part  of  these  financial  statements. 


SCIENCE  AND  RESEARCH  FUND 


STATEMENT  OF  CHANGES  IN  FINANCIAL  POSITION 

FOR  THE  YEAR  ENDED  MARCH  3 1 . 1 998 

1998 

Actual 

(in  thousands) 

Operating  transactions 

Net  income  $1,730 

Increase  in  accounts  receivable  (56) 

Increase  in  accounts  payable  and  accrued  liabilities  3,344 

Increase  in  cash  5,018 

Cash,  beginning  of  year  - 

Cash,  end  of  year  $5,018 


SCIENCE  AND  RESEARCH  FUND 


STATEMENT  OF  ASSETS.  LIABILITIES  AND  FUND  BALANCE 

MARCH  31.  1998 


1998 


(in  thousands) 


ASSETS 


Cash  (Note  4) 
Accounts  receivable 


LIABILITIES  AND  FUND  BALANCE 


Accounts  payable  and  accrued  liabilities 


$5,018 
56 

$5.074 


$3,344 

1.730 

$5.074 


Fund  balance 


SCIENCE  AND  RESEARCH  FUND 


NOTES  TO  THE  FINANCIAL  STATEMENTS 

MARCH  31.  1998 


Note  1 Authority 

The  Science  and  Research  Fund  was  established  under  The  Science  and  Research 
Authority  Act,  Statutes  of  Alberta  1995,  Chapter  5-5.5.  The  Fund  commenced 
operations  on  April  1,  1997. 

The  Alberta  Science,  Research  and  Technology  Act  was  passed  on  March  26,  1998. 
The  Act  will  come  into  force  on  proclamation,  which  is  not  expected  until  April  1 , 
1999.  The  Act  will  continue  the  Alberta  Research  Council  as  the  Alberta  Science, 
Research  and  Technology  Authority.  The  Act  will  dissolve  the  Alberta  Science  and 
Research  Authority  and  the  Science  and  Research  Fund  and  their  assets  and  liabilities 
will  be  vested  in  the  new  Authority. 


Note  2 Purpose 

The  purpose  of  the  Science  and  Research  Fund  (“the  Fund”)  is  to  stimulate  research 
and  development  and  related  scientific  activities  in  Alberta.  This  includes 
infrastructure  development  and  transformation  of  technology. 

Note  3 Summary  of  Significant  Accounting  Policies  and  Reporting  Practices 

The  recommendations  of  the  Public  Sector  Accounting  and  Auditing  Board  of  the 
Canadian  Institute  of  Chartered  Accountants  are  the  primary  source  for  the  disclosed 
basis  of  accounting.  Recommendations  of  the  Accounting  Standards  Board  of  the 
Canadian  Institute  of  Chartered  Accountants,  other  authoritative  pronouncements, 
accounting  literature  and  published  financial  statements  relating  to  either  the  public 
sector  or  analogous  situations  in  the  private  sector  are  used  to  supplement  the 
recommendations  of  the  Public  Sector  Accounting  and  Auditing  Board  where  it  is 
considered  appropriate. 
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Note  3 Summary  of  Significant  Accounting  Policies  and  Reporting  Practices  (continued) 

(a)  Reporting  Entity 

The  reporting  entity  is  the  Fund,  which  is  part  of  the  Ministry  of  Science, 
Research  and  Information  Technology  and  for  which  the  Minister  responsible  for 
Science,  Research  and  Information  Technology  is  accountable.  Other  entities 
reporting  to  the  Minister  are  the  Alberta  Science  and  Research  Authority  (the 
Authority)  and  the  Alberta  Research  Council  (the  Research  Council).  The 
activities  of  the  Authority  and  Research  Council  are  not  included  in  these 
financial  statements. 

Since  significant  financial  transactions  of  the  Ministry  are  reported  outside  the 
Fund’s  financial  statements,  the  Ministry  consolidated  financial  statements 
provide  a more  comprehensive  accounting  of  the  financial  position  and  results  of 
the  Ministry’s  operations.  The  Ministry  Annual  Report  provides  a more 
complete  picture  of  the  responsibilities  for  which  the  Minister  is  accountable. 

(b)  Basis  of  Financial  Reporting 
Revenues 

All  revenue  is  reported  on  the  accrual  method  of  accounting. 

Expenses 

Expenses  represent  grants  authorized  by  the  regulations  as  set  out  in  the  Science 
and  Research  Authority  Act.  Grants  are  recorded  as  expenditures  when 
authorized  and  when  all  eligibility  conditions  for  the  grants  have  been  satisfied. 

Assets 

Financial  assets  of  the  Fund  are  limited  to  financial  claims,  such  as  advances  to 
and  receivables  from  other  organizations  and  other  individuals. 

Cash  in  the  Fund  is  invested  in  the  Consolidated  Cash  Investment  Trust  Fund 
(Trust  Fund).  The  income  of  the  Fund  accrues  to  and  forms  part  of  the  Trust 
Fund. 

Liabilities 

Liabilities  include  all  financial  claims  payable  by  the  Fund  at  fiscal  year  end. 
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Note  4 Cash 

Cash  consists  of  deposits  in  the  Consolidated  Cash  Investment  Trust  Fund  of  the 
Province  of  Alberta.  The  Trust  Fund  is  managed  with  the  objective  of  providing 
competitive  interest  income  to  depositors  while  maintaining  maximum  security  and 
liquidity  of  depositors’  capital.  The  portfolio  is  comprised  of  high-quality  short-term 
and  mid-term  fixed  income  securities  with  a maximum  term  to  maturity  of  five  years. 
Interest  is  earned  on  the  daily  cash  balance  at  the  average  rate  of  earnings  of  the  Trust 
Fund,  which  varies  depending  on  prevailing  market  interest  rates. 

Note  5 Administration  Expenses 

Administrative  expenses  for  the  Fund  have  been  borne  by  Alberta  Science  and 
Research  Authority  and  are  not  reflected  in  these  financial  statements. 

Note  6 Budgets 

The  revenue  and  expense  budget  amounts  shown  in  these  financial  statements  agree 
with  the  1997-98  Government  Estimates. 


Note  7 Related  Party  Transactions 

The  Fund  received  a transfer  of  $5,000,000  from  the  Alberta  Science  and  Research 
Authority  pursuant  to  the  Science  and  Research  Authority  Act.  There  were  no 
receivables  or  payables  to  related  parties  outstanding  at  year  end. 

Note  8 Approval  of  Financial  Statements 

The  financial  statements  were  approved  by  the  Senior  Financial  Officer  and  the 
President  of  the  Alberta  Science  and  Research  Authority. 
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Management’s  Responsibility  for 
Financial  Reporting 


The  accompanying  financial  statements  and  other  financial  information  contained  in  this  annual 
report  are  the  responsibility  of  management  and  have  been  approved  by  the  Board 
of  Directors. 

The  financial  statements  have  been  prepared  in  accordance  with  generally  accepted  accounting 
principles,  using  management’s  estimates  and  judgments  where  appropriate.  Financial  and 
operating  data  elsewhere  in  the  annual  report  are  consistent  with  information  contained  in  the 
financial  statements. 

To  discharge  its  responsibility  for  the  integrity  and  objectivity  of  financial  reporting,  management 
maintains  a system  of  accounting  and  administrative  controls.  This  system  is  designed  to  provide 
management  with  reasonable  assurance  that  transactions  are  properly  authorized,  assets  are 
safeguarded  against  loss  from  unauthorized  use  or  disposition,  and  that  financial  records  are 
properly  maintained  to  provide  accurate  and  reliable  financial  statements. 

The  Board  of  Directors  discharges  its  responsibility  for  the  financial  statements  principally  through 
its  audit  committee,  which  consists  of  four  directors  who  are  not  officers  or  employees  of  the 
corporation. 

The  financial  statements  have  been  audited  by  the  Auditor  General  of  Alberta  who  has  full  and  free 
access  to  the  audit  committee.  The  auditor’s  report  follows. 


John  R.  McDougall 
Managing  Director  and 
Chief  Executive  Officer 


Keith  D.  Salmon,  C.A. 
Chief  Financial  Officer 
and  Corporate  Secretary 


ALBERTA  RESEARCH  COUNCIL 


FINANCIAL  STATEMENTS 

MARCH  31.  1998 
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AUDITOR 

GENERAL 

Alberta 
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AUDITOR’S  REPORT 


To  the  Board  of  Directors  of  the 
Alberta  Research  Council 


I have  audited  the  balance  sheet  of  the  Alberta  Research  Council  as  at  March  31,1 998  and  the 
statements  of  revenue  and  expenditure,  operating  equity  and  changes  in  financial  position  for  the 
year  then  ended.  These  financial  statements  are  the  responsibility  of  the  Research  Council’s 
management.  My  responsibility  is  to  express  an  opinion  on  these  financial  statements  based  on  my 
audit. 

I conducted  my  audit  in  accordance  with  generally  accepted  auditing  standards.  Those  standards 
require  that  I plan  and  perform  an  audit  to  obtain  reasonable  assurance  whether  the  financial 
statements  are  free  of  material  misstatement.  An  audit  includes  examining,  on  a test  basis,  evidence 
supporting  the  amounts  and  disclosures  in  the  financial  statements.  An  audit  also  includes 
assessing  the  accounting  principles  used  and  significant  estimates  made  by  management,  as  well  as 
evaluating  the  overall  financial  statement  presentation. 

As  outlined  in  note  9 to  the  financial  statements,  accommodation  and  certain  other  administration 
services  provided  to  the  Alberta  Research  Council  by  other  government  entities  at  no  cost  have  not 
been  included  in  expenditure.  This  practice  is  consistent  with  the  government  accounting  policy  for 
its  departments  and  agencies.  The  failure  to  record  the  costs  of  contributed  materials  and  services  is 
not  in  accordance  with  generally  accepted  accounting  principles.  Had  the  operating  expenditure, 
reported  in  note  9,  been  recorded,  revenue  and  expenditure  for  the  year  would  have  been  increased 
by  $7,538,680.  In  order  to  record  the  contribution  for  capital  expenditures  and  any  amortization,  a 
review  of  the  leasing  arrangements  with  the  Department  of  Public  Works,  Supply  and  Services 
would  be  required. 


In  my  opinion,  except  for  the  effects  of  the  failure  to  record  contributed  materials,  services  and 
capital  expenditures,  as  described  in  the  preceding  paragraph,  these  financial  statements  present 
fairly,  in  all  material  respects,  the  financial  position  of  the  Research  Council  as  at  March  31,1 998 
and  the  results  of  its  operations  and  the  changes  in  its  financial  position  for  the  year  then  ended  in 
accordance  with  generally  accepted  accounting  principles. 


Auditor  General 


Edmonton,  Alberta 

April  30, 1998,  except  as  to 

Note  13,  which  is  as  of  June  1 , 1 998 
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ALBERTA  RESEARCH  COUNCIL 


BALANCE  SHEET 

AS  AT  MARCH  31.  1998 

(in  thousands  of  dollars) 


1998  1997 

$ $ 

ASSETS 


Current: 


Cash 

10,279 

13,127 

Marketable  securities  (Note  3) 

71 

- 

Accounts  receivable  (Note  4) 

6,097 

5,022 

Accrued  income  receivable 

2,179 

870 

Prepaid  expenses 

206 

175 

18,832 

19,194 

Capital: 

Assets  (Note  5) 

10,934 

11,249 

29,766  30,443 


LIABILITIES  AND  EQUITY 


Current: 

Accounts  payable  and  accrued  liabilities 
Unearned  contract  revenue 


10,099  10,106 


8,930  9,558 

1,169  548 


Long-term: 

Pension  liability  (Note  6)  1,679  2,587 

Equity: 

Operating  17,988  17,750 

29,766  30,443 


The  accompanying  notes  are  part  of  these  financial  statements. 


ALBERTA  RESEARCH  COUNCIL 


STATEMENT  OF  REVENUE  AND  EXPENDITURE 

FOR  THE  YEAR  ENDED  MARCH  31 . 1 998 

(in  thousands  of  dollars) 


1998  1997 

$ $ 


Budaet 

Actual 

Actual 

$ 

(Note  12) 

$ 

$ 

REVENUE 

Investment  from  the  Province  of  Alberta: 

General  Revenues 

22,938 

23,506 

22,692 

Contract  revenue: 

Commercial 

13,564 

15,610 

15,445 

Alberta  government  departments  and  agencies 

8,361 

8,196 

6,348 

Royalties  and  licensing  fees 

1,256 

724 

1,492 

46,119 

48,036 

45,977 

EXPENDITURE 


Amortization 

Computing  supplies  and  services 
Insurance 
Legal  and  patent 
Maintenance  and  rental 
Materials  and  supplies 
Other  expenses 

Professional,  technical  and  labour  services 
Salaries,  wages  and  benefits  (Note  10) 

Severance  (Note  10) 

Telephone 

Travel  and  hospitality 
Write  off  of  capital  assets  (Note  5) 

45,941  47,798  44,871 


178  238  1,106 


2,439 

2,210 

2,662 

1,672 

2,076 

3,043 

205 

220 

191 

661 

907 

753 

809 

446 

472 

4,368 

5,126 

4,185 

1,331 

1,546 

1,268 

3,966 

4,092 

4,139 

28,346 

28,101 

25,005 

- 

501 

567 

352 

601 

525 

1,792 

1,516 

1,275 

- 

456 

786 

Net  revenue  for  the  year 


ALBERTA  RESEARCH  COUNCIL 


STATEMENT  OF  OPERATING  EQUITY 

FOR  THE  YEAR  ENDED  MARCH  31.  1998 

(in  thousands  of  dollars) 


Operating  equity  at  beginning  of  year 
Net  revenue  for  the  year 
Transfers  from  capital  reserve 
Operating  equity  at  end  of  year 


1998 

$ 


1997 

$ 


Budaet 

Actual 

Actual 

$ 

$ 

$ 

17,750 

17,750 

15,240 

178 

238 

1,106 

- 

— 

1,404 

17,750 


17,928 


17,988 


ALBERTA  RESEARCH  COUNCIL 


STATEMENT  OF  CHANGES  IN  FINANCIAL  POSITION 

FOR  THE  YEAR  ENDED  MARCH  31.  1998 

(all  tabular  amounts  in  thousands  of  dollars) 


1998  1997 

$ $ 


Operating  activities: 


Net  revenue  for  the  year 

238 

1,106 

Items  not  affecting  cash: 

Amortization 

2,210 

2,662 

Write  off  of  capital  assets 

456 

786 

Other 

29 

- 

Net  change  in  non-cash  balances  (Note  8) 

(3,330) 

108 

Net  cash  (used  by)  provided  by  operating  activities 

(397) 

4,662 

Investing  activities: 


Purchase  of  marketable  securities 

(100) 

- 

Capital  asset  additions 

(2,401) 

(2,064) 

Capital  assets  received  on  transfer  of  Alberta 

Environmental  Centre 

_ 

(1,520) 

Proceeds  on  disposal  of  capital  assets 

50 

102 

Net  cash  used  by  investing  activities 

(2,451 ) 

(3,482) 

Financing  activity: 

Liabilities  assumed  on  transfer  of  Alberta  Environmental  Centre 


1,520 


(Decrease)  increase  in  cash 

(2,848) 

2,700 

Cash  at  beginning  of  year 

13,127 

10,427 

Cash  at  end  of  year 

10,279 

13,127 

ALBERTA  RESEARCH  COUNCIL 


NOTES  TO  THE  FINANCIAL  STATEMENTS 


FOR  THE  YEAR  ENDED  MARCH  31.  1998 

(all  tabular  amounts  in  thousands  of  dollars) 


Note  1 Authority  and  Purpose 

The  Alberta  Research  Council  operates  under  the  authority  of  the  Alberta  Research  Council  Act,  Chapter  A- 
35.1,  Statutes  of  Alberta  1981.  The  Alberta  Research  Council  is  a Provincial  corporation  owned  by  the 
Government  of  Alberta  and  is  exempt  from  income  tax. 

In  partnership  with  global  leaders,  the  Research  Council  advances  the  economy  and  well-being  of  Alberta 
by  providing  technology  and  innovation  to  meet  current  and  emerging  needs  of  industry  and  government. 

The  Alberta  Science,  Research  and  Technology  Act  was  passed  on  March  26,  1998.  The  Act  will  come 
into  force  on  proclamation,  which  is  not  expected  until  April  1 , 1999.  The  Act  will  continue  the  Alberta 
Research  Council  as  the  Alberta  Science,  Research  and  Technology  Authority.  The  Act  will  dissolve  the 
Alberta  Science  and  Research  Authority  and  the  Science  and  Research  Fund  and  their  assets  and  liabilities 
will  be  vested  in  the  new  Authority. 


Note  2 Summary  of  Significant  Accounting  Policies  and  Reporting  Practices 

The  financial  statements  have  been  prepared  by  management  in  accordance  with  accounting  principles 
generally  accepted  in  Canada.  The  precise  determination  of  many  assets  and  liabilities  is  dependent  upon 
future  events.  Accordingly,  the  preparation  of  financial  statements  for  a reporting  period  necessarily 
involves  the  use  of  estimates  and  approximations  which  have  been  made  using  careful  judgement.  Actual 
results  could  differ  from  those  estimates.  The  financial  statements  have,  in  management's  opinion,  been 
properly  prepared  within  reasonable  limits  of  materiality  and  within  the  framework  of  the  accounting  policies 
summarized  below. 

(a)  Marketable  Securities 

Marketable  securities  are  recorded  at  the  lower  of  cost  or  realizable  value. 

(b)  Amortization 

Capital  assets  are  amortized  on  a straight-line  basis  over  their  estimated  useful  lives  using  the 
following  annual  rates: 


Leasehold  improvements 
Equipment 
Furniture  and  fixtures 
Computer  equipment  and  software 


Twenty-five  years 
Three  to  twenty  years 


Five  years 
Three  years 


ALBERTA  RESEARCH  COUNCIL 


NOTES  TO  THE  FINANCIAL  STATEMENTS 

FOR  THE  YEAR  ENDED  MARCH  31.  1998 

(all  tabular  amounts  in  thousands  of  dollars) 

Note  2 Summary  of  Significant  Accounting  Policies  and  Reporting  Practices  (continued) 

(c)  Patents  and  other  Intangible  Assets 

Expenditures  for  patents  owned  by  the  Research  Council  as  a result  of  research  activity  are  not 
capitalized  due  to  the  uncertain  value  of  benefits  which  may  accrue  to  the  Research  Council. 

Expenditures  on  the  acquisition  or  development  of  other  intangible  assets  including  intellectual  capital 
are  not  capitalized  as  there  currently  is  not  an  acceptable  methodology  for  measuring  the  value  of 
future  benefits  accruing  to  the  Research  Council. 

(d)  Revenue  Recognition 

Provincial  investment  funds  are  recognized  as  revenue  in  the  year  approved. 

Contract  revenue  is  recognized  as  costs  are  incurred,  up  to  the  contract  maximum  and  in  accordance 
with  contracted  cost-sharing  ratios.  The  Research  Council  makes  full  provision  for  all  known  or 
estimated  losses  on  uncompleted  contracts  as  soon  as  they  can  reasonably  be  estimated. 

Royalties  and  licensing  fee  revenue  is  recognized  when  the  amount  can  be  reasonably  estimated  and 
there  is  reasonable  assurance  of  collectability  of  proceeds. 

(e)  Pension 

The  Alberta  government  required  the  Research  Council  to  record  unfunded  pension  liabilities  relating  to 
Research  Council  employees  who  are  members  of  the  Public  Service  Pension  Plan  and  the 
Management  Employees  Pension  Plan.  Pension  costs  comprise  the  cost  of  pension  obligations  earned 
by  employees  during  the  year,  interest  on  the  Research  Council's  share  of  the  unfunded  pension 
liabilities,  the  amortization  of  gains  or  losses  that  relate  to  the  long-term  over  the  expected  average 
remaining  service  life  of  the  employee  group,  the  immediate  recognition  of  gains  and  losses  for  which 
there  is  reasonable  assurance  regarding  measurement  and  realization,  and  the  change  in  Research 
Council's  share  of  the  unfunded  pension  liabilities.  The  net  expense  recovery  is  included  as  part  of 
salaries,  wages  and  benefits. 


Note  3 Marketable  Securities 

During  the  year,  the  Research  Council  received  17,392  Class  A voting,  common  shares  of  Stellarton 
Energy  Corporation  as  consideration  for  contract  work  provided  by  the  Research  Council  to  the  company. 
These  marketable  securities  were  originally  recorded  at  $100,000  which  represented  the  quoted  market 
value  of  the  shares  at  the  time  the  contract  work  was  completed.  At  the  time  of  receipt  of  the  common 
shares,  the  Research  Council  is  required  to  hold  title  to  the  common  shares  until  at  least  December  30, 
1998. 

During  the  year,  the  marketable  securities  were  valued  at  $71,307  to  reflect  the  realizable  value  at  March 
31,  1998. 


ALBERTA  RESEARCH  COUNCIL 


NOTES  TO  THE  FINANCIAL  STATEMENTS 

FOR  THE  YEAR  ENDED  MARCH  31.  1998 

(all  tabular  amounts  in  thousands  of  dollars) 


Note  4 Accounts  Receivable 


1998  1997 

$ $ 


Commercial 

Alberta  government  departments  and  agencies 

6,097  5,022 


2,929  3,950 

3,168  1,072 


Note  5 Capital  Assets 


1998 

1997 

Accumulated 

Cost 

amortization 

Net 

Net 

$ 

$ 

$ 

$ 

Leasehold 

improvements 

5,916 

1,822 

4,094 

4,513 

Equipment 

27,817 

21,607 

6,210 

5,658 

Furniture  and  fixtures 

178 

136 

42 

56 

Computer  equipment 
and  software 

6,246 

5,658 

588 

1,022 

40,157 

29,223. 

10,934 

11,249 

In  the  prior  year,  the  Research  Council  increased  its  threshold  for  capitalizing  capital  assets  to  $10,000 
from  $5,000.  In  1997,  capitalized  assets  with  an  original  cost  of  $5,358,407  together  with  related 
amortization  of  $4,846,517  were  written  off  to  conform  with  this  policy.  This  resulted  in  a write  off  of  capital 
assets  of  $51 1 ,890.  The  remaining  income  statement  effect  of  $273,653  related  to  the  write  off  of  capital 
assets  no  longer  in  use. 

During  1998,  the  Research  Council  wrote  off  an  additional  $456,501  of  capital  assets  which  were  no  longer 
in  use. 


ALBERTA  RESEARCH  COUNCIL 


NOTES  TO  THE  FINANCIAL  STATEMENTS 

FOR  THE  YEAR  ENDED  MARCH  31.  1998 

(all  tabular  amounts  in  thousands  of  dollars) 


Note  6 Pension  Liability 

The  Research  Council  participates  with  other  employers  in  the  Public  Service  and  Management  Employees 
pension  plans.  These  plans  provide  pensions  for  the  Research  Council's  employees  based  on  years  of 
service  and  earnings. 

The  Research  Council  had  an  unfunded  pension  liability  for  each  plan  as  at  March  31  which  was  estimated 
as  follows: 


1998  1997 

$ $ 


Public  Service 
Management  Employees 

1,679  2,587 


732  1,069 

947  1,518 


The  total  unfunded  pension  liability  for  each  plan  as  at  March  31,  1998  was  determined  by  actuarial 
valuations,  as  at  December  31 , 1 995  for  the  Public  Service  plan  and  as  at  December  31 , 1 996  for  the 
Management  Employees  plan,  both  extrapolated  to  March  31,  1998.  The  1997  comparative  figures  were 
based  upon  actuarial  valuations  as  at  December  31,  1995  for  the  Public  Service  Plan  and  as  at  December 
31,  1994  for  the  Management  Employees  plan,  both  extrapolated  to  March  31,  1997. 

The  actuarial  valuation  was  determined  using  the  projected  benefit  method  prorated  on  service. 
Assumptions  used  in  the  valuation  are  based  on  the  Pension  Board's  best  estimate  of  future  events.  The 
plans'  future  experience  will  inevitably  vary,  perhaps  significantly,  from  the  assumptions.  Any  differences 
between  the  actuarial  assumptions  and  future  experience  will  emerge  as  gains  or  losses  in  future 
valuations.  Gains  and  losses  which  relate  to  the  long-term  are  amortized  over  the  expected  average 
remaining  service  life  of  the  employee  group;  gains  and  losses  for  which  there  is  reasonable  assurance 
regarding  their  measurement  and  realization  are  recognized  in  income  immediately. 

The  Public  Sector  Pension  Plans  Act  specifies  the  basis  to  determine  the  amount  of  the  total  unfunded 
liability  for  each  plan  which  will  be  funded  by  employers.  The  Research  Council's  portion  of  those 
employers'  liabilities  was  based  on  the  Research  Council's  percentage  of  the  total  pensionable  payroll  of  all 
employers. 


ALBERTA  RESEARCH  COUNCIL 


NOTES  TO  THE  FINANCIAL  STATEMENTS 

FOR  THE  YEAR  ENDED  MARCH  31.  1998 

(all  tabular  amounts  in  thousands  of  dollars) 


Note  7 Obligation  Under  Operating  Leases 


$ 


Year  ending  March  31,  1999 

88 

2000 

65 

2001 

39 

2002 

7 

2003 

- 

199 


Note  8 Net  Change  in  Non-cash  Balances 


1998  1997 

$ $ 


Accounts  receivable 

(1,075) 

(1,397) 

Accrued  income  receivable 

(1,309) 

184 

Prepaid  expenses 

(31) 

(73) 

Accounts  payable  and  accrued  liabilities 

(628) 

2,094 

Unearned  contract  revenue 

621 

33 

Pension  liability 

(908) 

£33} 

(3,330) 

108 

Note  9 Unrecorded  Related  Party  Transactions 

Accommodation  and  Office  Furniture  Expenditure 

The  premises  occupied  by  the  Research  Council  and  some  office  furniture  have  been  provided  by  the 
Province  of  Alberta  at  no  cost. 

The  Research  Council  follows  the  Government  of  Alberta's  policy  of  not  recording  accommodation  and 
certain  other  administrative  costs  provided  to  it  by  other  government  entities  at  no  cost.  The  value  of 
support  provided  by  the  Department  of  Public  Works,  Supply  and  Services  is  as  follows: 


1998  1997 

$ $ 

Operating  expenditure: 

Building  maintenance  4,562  4,927 

Grants  in  lieu  of  taxes  2,602  3,023 

Lease  costs  374  481 


7,538  8,431 


1,924  2,466 


Capital  expenditures 


ALBERTA  RESEARCH  COUNCIL 


NOTES  TO  THE  FINANCIAL  STATEMENTS 

FOR  THE  YEAR  ENDED  MARCH  31 . 1 998 

(all  tabular  amounts  in  thousands  of  dollars) 

Note  10  Salaries,  Wages  and  Benefits 


1998  1997 


Number 

Salary 

Benefits  and 

Allowances 

Total 

Number 

Total 

of  Individuals 

$ 

$ 

$ 

of  Individuals 

$ 

Chairman  of  the  Board 

1 

14 

- 

14 

1 

13 

Board  members  (total  average  $758;  1997  - 
$730) 

9 

7 

- 

7 

9 

7 

10 

21 

21 

10 

20 

Chief  Executive  Officer*2* 

1 

101 

45 

146 

1 

157 

Executive/Vice-Presidents 

Chief  Financial  Officer 

1 

tot 

22 

123 

1 

116 

Vice-President,  R & D 

1 

113 

22 

135 

1 

135 

Vice-President,  Marketing*3* 

1 

83 

25 

114 

1 

137 

Vice-President,  Planning  & Development*4*, 

1 

too 

19 

119 

1 

36 

4 

403 

88 

491 

4 

424 

Other  managers  (total  average  $102,674;  1997  - 
$80,883(1)) 

26 

2,207 

463 

2,670 

35 

2,831 

Other  full-time  staff 

Professional  staff  (total  average  $68,322, 

1997  - $60,293*'*) 

177 

10,163 

1,930 

12,093 

175 

10,551 

Clerical  and  technical  staff  (total  average 
$45,273;  1997-  $39,835 

264 

10,085 

1,867 

11,952 

269 

10,716 

441 

20,248 

3,797 

24,045 

444 

21,267 

Part-tjms  and  casual  wage  staff 

1,480 

159 

1,639 

1,107 

Total 

482 

24,460 

4,552 

29,012 

494 

25,806 

The  Alberta  Environment  Centre  (AEC)  was  transferred  to  the  Alberta  Research  Council  effective  July  10,  1996.  The  1997  figures  includes 
salaries,  wages  and  benefits  to  AEC  for  the  nine  month  period  of  July  1 0, 1 996  to  March  31,1 997. 

(2) 

The  Chief  Executive  Officer  is  also  a Board  Member.  No  compensation  is  paid  to  this  individual  in  his  capacity  as  a Board  Member.  A new 
Chief  Executive  Officer  was  appointed  during  1997-1998  resulting  in  this  position  being  vacant  for  one  month. 

(3) 

Position  ended  February  15,  1998. 


(4) 


Position  started  in  January  1997. 


ALBERTA  RESEARCH  COUNCIL 


NOTES  TO  THE  FINANCIAL  STATEMENTS 

FOR  THE  YEAR  ENDED  MARCH  31 . 1 998 

(all  tabular  amounts  in  thousands  of  dollars) 

Note  10  Salaries,  Wages  and  Benefits  (continued) 

Reconciliation  of  salaries,  wages  and  benefits 


1998  1997 

$ $ 


Salaries,  wages  and  benefits  as  reported  above 

29,012 

25,806 

Less  vacation  adjustment 

Add  salaries  and  benefits  recovered  from  Alberta 

(25) 

— 

Science  and  Research  Authority 

- 

30 

Less  capitalization  of  Biotech  Facilities 

Add  salaries  and  benefits  included  in  deferred  costs 

(33) 

(43) 

in  1997 

55 

(55) 

Less  change  in  pension  obligation 

(908) 

(733) 

Per  financial  statement 

28,101 

25,005 

Salary  costs  related  to  severance 

501 

567 

28,602 

25,572 

Note  11  Financial  Instruments 

The  fair  values  of  cash,  accounts  receivable,  accrued  income  receivable,  and  accounts  payable  and 

accrued  liabilities  approximate  their  carrying  value. 

In  addition,  at  March  31,  1998,  the  Research  Council  owns  the  following: 

(i)  options,  which  expire  May  5,  2001,  to  acquire  272,400  common  shares  of  a public  company 
exercisable  at  $1  per  common  share.  The  market  value  of  this  public  company's  common  shares  at 
March  31,  1998  was  $10.15  per  share.  Subsequent  to  March  31,  1998,  the  Research  Council  has 
agreed  to  share  royalty  and  licensing  revenue  related  to  Chembiomed  Ltd.  technology.  One-half  of 
future  revenues  from  identified  licensing  agreements  are  to  be  designated  for  collaborative 
carbohydrate  research  projects  by  the  Research  Council  and  the  University  of  Alberta.  The  Research 
Council  is  currently  in  the  process  of  negotiating  this  agreement  with  the  University  of  Alberta. 

One-half  of  the  exercised  options  to  acquire  the  above  noted  272,400  common  shares  would  be 
designated  for  collaborative  carbohydrate  research  projects,  as  part  of  this  proposed  agreement. 

(ii)  options,  which  expire  March  31 , 2003,  to  acquire  75,000  common  shares  of  a public  company 
exercisable  at  $2  per  common  share.  The  market  value  of  this  public  company's  common  shares  at 
March  31 , 1 998  was  $1 .32  per  share. 


ALBERTA  RESEARCH  COUNCIL 


NOTES  TO  THE  FINANCIAL  STATEMENTS 

FOR  THE  YEAR  ENDED  MARCH  31 . 1 998 

(all  tabular  amounts  in  thousands  of  dollars) 

Note  11  Financial  Instruments  (continued) 

These  options,  which  were  originally  acquired  as  part  of  the  consideration  for  granting  of  various  licenses, 
are  recorded  at  nominal  values. 

The  Research  Council  is  subject  to  market  risk  with  these  stock  options.  As  a result,  the  value  of  these 
financial  instruments  will  fluctuate  as  a result  of  changes  in  market  prices. 


Note  12  Budget 

The  1998  budget  was  approved  by  the  Board  of  Directors  on  March  18,  1997. 


Note  13  Subsequent  Event 

Subsequent  to  year  end,  a statement  of  claim  has  been  filed  against  the  Research  Council  for  special  or 
general  damages  of  $580,000  plus  punitive  damages  of  $500,000  relating  to  the  alleged  breach  of  a 
Product  Development  and  License  Agreement  with  a third  party.  In  management's  opinion,  this  matter  is 
without  substantia!  merit  and  no  provision  has  been  made  for  the  claim  in  the  financial  statements.  The 
Research  Council  is  planning  to  file  a counter-suit  against  the  third  party  on  this  matter. 


Note  14  Approval  of  Financial  Statements 

These  financial  statements  were  reviewed  by  management  and  the  audit  committee,  and  recommended 
to  the  Board  for  approval. 


Alberta  Heritage  Foundation  for 
Medical  Research 
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The  management  of  the  Alberta  Heritage  Foundation  for  Medical  Research  is 
responsible  for  the  preparation  as  well  as  the  integrity  of  the  accompanying 
consolidated  financial  statements  and  all  related  financial  data  contained  in  the  annual 
report.  The  consolidated  financial  statements  have  been  prepared  by  management  in 
accordance  with  accounting  principles  generally  accepted  in  Canada,  and  necessarily 
include  amounts  which  represent  the  best  estimates  and  judgments  of  management. 
The  Foundation  has  developed  and  maintains  a system  of  internal  accounting  control 
designed  to  provide  reasonable  assurance  that  assets  are  safe-guarded  and  that 
transactions  are  executed  in  accordance  with  management’s  authorization. 

The  Board  of  Trustees  is  responsible  for  ensuring  that  management  fulfills  its 
responsibilities  for  financial  reporting  and  internal  control.  The  Board  exercises  its 
responsibilities  through  the  Chief  Executive  Officer.  The  Finance  Committee  of  the 
Board  is  responsible  for  reviewing  the  financial  statements  and  recommending  them  to 
the  Board  for  approval.  Management  and  the  Board  meet  regularly  with  Alberta 
Treasury  to  review  management  of  the  Foundation’s  endowment. 

The  consolidated  financial  statements  have  been  examined  by  the  Auditor  General  of 
Alberta,  and  they  have  issued  their  report  thereon. 


Linda  A.  Humphreys,  CMA 
Financial  Officer 


Matthew  W.  Spence,  M.D.,  PhD. 
President  and  C.E.O. 


June  30,  1998 
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GENEL  _ 

Alberta 


AUDITOR’S  REPORT 


To  the  Trustees  of  the  Alberta  Heritage  Foundation 
for  Medical  Research 


I have  audited  the  consolidated  statement  of  financial  position  of  the  Alberta  Heritage 
Foundation  for  Medical  Research  as  at  March  31,  1998  and  the  consolidated  statements  of 
revenue  and  expense,  changes  in  net  assets,  and  cash  flows  for  the  year  then  ended.  These 
financial  statements  are  the  responsibility  of  the  Foundation’s  management.  My  responsibility 
is  to  express  an  opinion  on  these  financial  statements  based  on  my  audit. 

I conducted  my  audit  in  accordance  with  generally  accepted  auditing  standards.  Those  standards 
require  that  I plan  and  perform  an  audit  to  obtain  reasonable  assurance  whether  the  financial 
statements  are  free  of  material  misstatement.  An  audit  includes  examining,  on  a test  basis, 
evidence  supporting  the  amounts  and  disclosures  in  the  consolidated  financial  statements.  An 
audit  also  includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by 
management,  as  well  as  evaluating  the  overall  financial  statement  presentation. 

In  my  opinion,  these  consolidated  financial  statements  present  fairly,  in  all  material  respects,  the 
financial  position  of  the  Foundation  as  at  March  31,  1998  and  the  results  of  its  operations  and  the 
changes  in  its  financial  position  for  the  year  then  ended  in  accordance  with  generally  accepted 
accounting  principles. 


fca 

Auditor  General 


Edmonton,  Alberta 
June  12, 1998 


ALBERTA  HERITAGE  FOUNDATION  FOR  MEDICAL  RESEARCH 


CONSOLIDATED  STATEMENT  OF  FINANCIAL  POSITION 

MARCH  31.  1998 
(thousands  of  dollars) 


1998 

1997 

ASSETS 

(Note  15) 

Cash 

Restricted  cash 

Accounts  receivable 

Advances  and  prepaid  expenses 

Capital  assets  (Note  4) 

Deferred  pension  costs  (Note  5) 

$ 3,843 
6,212 

19 

45 

737 

37 

$ 

2,048 

6,310 

13 

42 

566 

11 

$ 10.893 

$ 

8.990 

LIABILITIES  AND  NET  ASSETS 

Accounts  payable  and  accrued  liabilities 

Accrued  retirement  allowance  (Note  5) 

Deferred  lease  inducement 

Capital  lease  obligation  (Note  6) 

Deferred  contributions  (Note  7) 

$ 1,277 

134 

58 

117 

8.204 

$ 

1,467 

123 

77 

199 

8.943 

9.790 

10.809 

Net  assets  (Note  8) 

1.103 

(1,819) 

$ 10.893 

$ 

8.990 

The  accompanying  notes  are  part  of  these  financial  statements. 


ALBERTA  HERITAGE  FOUNDATION  FOR  MEDICAL  RESEARCH 


CONSOLIDATED  STATEMENT  OF  REVENUE  AND  EXPENSE 

FOR  THE  YEAR  ENDED  MARCH  31.  1998 

(thousands  of  dollars) 


OPERATIONS 

OTHER 

PROGRAMS 

TOTAL 

1997 

(Note  9) 

(Note  15) 

Revenue 

Transfers  from  Endowment  Fund 

(Note  3) 

$ 

32,000 

$ 

$ 32,000 

$ 28,000 

Amortization  of 

deferred  contributions  (Note  7) 

- 

4,183 

4,183 

3,203 

Donations  (Note  9) 

- 

602 

602 

- 

Interest 

140 

11 

151 

299 

Recoveries  on  Technology 

Commercialization  (Note  10) 

13 

- 

13 

207 

Other 

273 

. 

273 

32.426 

4.796 

37,222 

31.709 

Expenses 

Grants  and  awards 

Personnel 

16,342 

- 

16,342 

15,140 

Training 

6,066 

- 

6,066 

5,783 

Health  research 

1,785 

- 

1,785 

1,751 

Other 

3.534 

3.087 

6.621 

7.286 

27,727 

3.087 

30.814 

29.960 

Program  Operation 

Advisory  and  peer  review 

359 

113 

472 

444 

SEARCH  program 

222 

- 

222 

662 

Other  expenses 

15 

113 

128 

82 

Research  contracts 

- 

43 

43 

26 

Other  initiatives 

13 

- 

13 

- 

609 

269 

878 

1.214 

Administration 

Office  administration 

1,275 

830 

2,105 

1,677 

Communication  and  education 

337 

- 

337 

270 

Planning  and  governance 

166 

- 

166 

135 

1.778 

830 

2.608 

2.082 

30.114 

4.186 

34.300 

33,256 

Excess  (deficiency)  of 

revenue  over  expense 

$ 

2.312 

$ 610 

$ 2.922 

$ (1,547) 

ALBERTA  HERITAGE  FOUNDATION  FOR  MEDICAL  RESEARCH 


CONSOLIDATED  STATEMENT  OF  CHANGES  IN  NET  ASSETS 


FOR  THE  YEAR  ENDED  MARCH  31.  1998 

(thousands  of  dollars) 


Invested 

in 

Capital 

Assets 


Balance  at  beginning  of  year 

$ 367 

Excess  (deficiency)  of  revenue 

over  expense 

Purchase  of  capital  assets 

453 

Disposal  of  capital  assets 

(87) 

Amortization  of  capital  assets 
Repayment  of  capital  lease 

(213) 

obligation 

82 

$ 602 


1998  1997 


Unrestricted 

Total 

Total 

$ (2,186) 

$ 

(1,819) 

$ 

(272) 

2,922 

2,922 

(1,547) 

(453) 

- 

- 

87 

- 

- 

213 

- 

- 

(82) 

. 

. 

$ 501 

$ 

1.103 

$ 

(1,819) 

Balance  at  end  of  year 


ALBERTA  HERITAGE  FOUNDATION  FOR  MEDICAL  RESEARCH 


CONSOLIDATED  STATEMENT  OF  CASH  FLOWS 

FOR  THE  YEAR  ENDED  MARCH  31 . 1998 

(thousands  of  dollars) 


1998 

1997 

Operating  activities: 

Cash  received  from  operations 

$ 33,039 

$ 

28,506 

Cash  received  from  Medical  Innovation  Program 

244 

327 

Cash  received  from  Health  Research  Collaboration 

3,200 

2,701 

Cash  paid  for  grants  and  awards 

(31,099) 

(28,697) 

Cash  paid  for  program  operation 

(878) 

(1,113) 

Cash  paid  for  administration 

(2.274) 

(2.4671 

Net  cash  (used  in)  generated  through  operating  activities 

2.232 

(Z43I 

Investing  activities: 

Cash  paid  for  purchase  of  capital  assets 

(4531 

(2301 

Net  cash  used  in  investing  activities 

(4531 

(230) 

Financing  activities: 

Cash  received  from  capital  lease  financing 

- 

252 

Cash  paid  for  capital  lease  obligation  repayments 

(821 

(531 

Net  cash  generated  through  financing  activities 

(821 

199 

Net  increase  (decrease)  in  cash  for  the  year 

1,697 

(774) 

Cash  at  beginning  of  year 

8.358 

9.132 

Cash  at  end  of  year 

$ 10.055 

$ 

8.358 

Cash 

$ 3,843 

$ 

2,048 

Restricted  cash 

6.212 

6.310 

$ 10.055 

$ 

8.358 

ALBERTA  HERITAGE  FOUNDATION  FOR  MEDICAL  RESEARCH 


Note  1 


Note  2 


NOTES  TO  THE  CONSOLIDATED  FINANCIAL  STATEMENTS 

MARCH  31.  1998 


Authority  and  Purpose 

The  Alberta  Heritage  Foundation  for  Medical  Research  (the  Foundation) 
operates  under  the  authority  of  the  Alberta  Heritage  Foundation  for  Medical 
Research  Act,  Chapter  A-26,  Revised  Statues  of  Alberta  of  Alberta  1980,  as 
amended. 

The  Foundation  supports  and  promotes  research  in  Alberta  to  improve  health 
and  thereby  the  quality  of  life  of  Albertans  and  people  throughout  the  world. 


Significant  Accounting  Policies  and  Reporting  Practices 
(a)  Basis  of  Presentation 

These  consolidated  financial  statements  include  the  accounts  of  the 
Alberta  Foundation  for  Health  Research,  which  operates  under  The 
Alberta  Companies  and  is  a registered  charitable  organization  for  income 
tax  purposes.  The  Alberta  Foundation  for  Health  Research  activities  are 
directed  to  the  support  and  advancement  of  the  Foundation. 


(b)  Capital  Assets  and  Amortization 

Capital  assets  are  recorded  at  cost  less  accumulated  amortization. 
Capital  assets,  except  for  leasehold  improvements,  are  amortized  on  a 
straight-line  basis  over  their  estimated  useful  lives  at  the  following 
annual  rates: 


Furniture  10% 

Office  equipment  20% 

Computer  equipment  33% 

Computer  equipment  under  capital  lease  33% 


Leasehold  improvements  are  amortized  on  a straight-line  basis  over  the 
term  of  the  lease. 


Note  2 


Significant  Accounting  Policies  and  Reporting  Practices  (continued) 


(c)  Cash  and  Restricted  Cash 

Cash  and  restricted  cash  consist  of  deposits  in  the  Consolidated  Cash 
Investment  Trust  Fund  of  the  Province  of  Alberta.  The  Fund  is  invested 
primarily  in  securities  maturing  in  less  than  one  year  which  are  either 
issued  or  guaranteed  by  the  Canadian  federal  and  provincial 
governments,  deposits  given  by  or  guaranteed  by  chartered  banks,  or 
short-term  investment-grade-quality  notes  of  Canadian  corporations. 
Interest  is  earned  on  the  daily  cash  balance  at  the  average  rate  or 
earnings  of  the  Fund  which  varies  depending  on  prevailing  market 
interest  rates. 

Restricted  cash  represents  unspent  contributions  that  are  subject  to 
externally  imposed  restrictions  related  to  the  Medical  Innovation 
Program. 

(d)  Fair  Value  of  Financial  Instruments 

Short-term  instruments  are  valued  at  their  carrying  amounts  included  on 
the  consolidated  statements  of  financial  position,  which  are  reasonable 
estimates  of  fair  value  due  to  the  relatively  short  period  to  maturity  of  the 
instruments.  This  approach  applies  to  cash,  restricted  cash,  accounts 
receivable,  advances,  accounts  payable  and  accrued  liabilities,  accrued 
retirement  allowance,  deferred  lease  inducement  and  capital  lease 
obligation. 

(e)  Revenue  Recognition 

Restricted  contributions  are  recognized  as  revenue  in  the  year  in  which 
the  related  expenses  are  incurred.  Restricted  contributions  received  for 
future  expenses  are  deferred  until  that  future  period  when  they  are 
transferred  to  revenue. 

Unrestricted  contributions  are  recognized  as  revenue  in  the  current 
period  if  the  amount  to  be  received  can  be  reasonably  estimated  and 
collection  is  reasonably  assured.  Endowment  contributions  are 
recognized  as  direct  increases  in  net  assets. 

Restricted  investment  income  is  recognized  as  a revenue  in  the  year  in 
which  the  related  expenses  are  incurred.  Unrestricted  investment 
income  is  recognized  as  revenue  when  earned. 

Recoveries  on  technology  commercialization  projects  are  recognized 
when  performance  requirements  are  satisfied,  the  amount  to  be  received 
can  be  reasonably  estimated  and  collection  is  reasonably  assured. 


Note  2 


Significant  Accounting  Policies  and  Reporting  Practices  (continued) 


Note  3 


(f)  Grants  and  Awards  Expense 

Grants  and  awards  approved  by  the  Trustees  of  the  Foundation  are 
recorded  as  expense  when  the  awardee  has  been  notified  of  the  amount 
of  the  award  and  all  terms  and  conditions  of  eligibility  for  payment  of  the 
award  have  been  met. 

(g)  Pension 
Pension  Expense 

Salaries  and  benefits  include  employer  pension  plan  contributions  made 
during  the  year,  the  amortization  of  experience  gains  and  losses,  and  the 
increase  in  accrued  retirement  allowance. 

Deferred  Pension  Costs 

Deferred  pension  costs  represent  the  cumulative  difference  between  the 
amounts  expensed  and  the  funding  contributions  required  under  the 
Foundation’s  pension  plan. 

Accrued  Retirement  Allowance 

Accrued  retirement  allowance  consists  of  the  unfunded  liability  of  a 
retirement  allowance  for  the  Foundation’s  President. 

(h)  Lease  Inducement 

The  lease  inducement,  a cash  payment  received  by  the  Foundation  on 
the  lease  for  office  premises,  has  been  deferred  and  is  accounted  for  a 
reduction  of  office  rental  expense  on  a straight-line  basis  over  the  term 
of  the  lease. 


Alberta  Heritage  Foundation  for  Medical  Research  Endowment  Fund 

The  Endowment  Fund  operates  pursuant  to  the  Alberta  Heritage  Foundation  for 
Medical  Research  Act  and  consists  of  an  initial  endowment  of  $300,000,000 
from  the  Alberta  Heritage  Savings  Trust  Fund  together  with  cumulative  earnings 
thereon,  less  cumulative  transfers  to  the  Foundation. 


Note  3 
(continued) 


Alberta  Heritage  Foundation  for  Medical  Research  Endowment  Fund 


Note  4 


Note  5 


Note  5 


Transfers  to  the  Foundation  are  available  at  the  request  of  the  Trustees  of  the 
Foundation  provided  that  such  transfers  do  not  result  in  the  net  assets  of  the 
Endowment  Fund,  valued  at  cost,  being  less  than  initial  endowment. 

At  March  31 , 1 998  the  net  assets  of  the  Endowment  Fund  valued  at  cost  were 
approximately  $805  million  (1997  $725  million)  and  valued  at  market  were 
approximately  $975  million  (1997  $839  million). 


Capital  Assets 


Cost 


Furniture  and  Office  Equipment 

$ 

340 

Computer  Equipment 

365 

Computer  Equipment 

under  Capital  Lease 

123 

Leasehold  Improvements 

113 

Assets  Linder  Construction 

354 

$ 

1,295 

Amortization  expense  for  1998  $213,486 


1998 1997 

Accumulated  Net  Book  Net  Book 
Amortization  Value  Value 

(thousands  of  dollars) 


177 

$ 

163 

$ 

161 

275 

90 

202 

0 

61 

62 

108 

45 

68 

81 

- 

354 

14 

558 

$ 

737 

566 

Pension  Plan 


The  Foundation’s  pension  plan  is  a defined  benefit  plan.  Benefits  are  based  on 
years  of  service  and  average  salary  in  the  final  years  of  employment. 

Pension  expense  includes  the  amortization  of  experience  gains  and  losses. 
These  amounts  are  being  amortized  on  a straight-line  basis  over  periods  from 
14  to  21  years.  The  cumulative  difference  between  the  amounts  expensed  and 
the  funding  contributions  required  is  shown  on  the  statement  of  financial 
position  as  deferred  pension  costs  of  $36,600  (1 997  $1 1 ,400). 

The  Plan’s  status  as  at  March  31 , 1 998  is  as  follows: 


1998 

1997 

(thousands  of  dollars) 

Assets 

$ 1,359 

$ 1,086 

Less  actuarial  value  of  accrued  pension  benefits 

1,022 

890 

Excess  balance 

$ 337 

$ 196 

Pension  Plan  (continued) 

The  value  of  accrued  pension  benefits  was  determined  by  an  actuarial  valuation 
as  at  March  31,  1997  extrapolated  to  March  31,  1998.  The  actuarial  valuation 


Note  6 


was  determined  using  the  projected  benefit  method  prorated  on  service. 
Assumptions  used  in  the  valuations  are  based  on  the  Foundation’s  best 
estimate  of  future  events.  The  Plan’s  future  experience  will  inevitably  vary, 
perhaps  significantly,  from  the  assumptions.  Any  differences  between  the 
actuarial  assumptions  and  future  experience  will  emerge  as  gains  or  losses  in 
future  valuations  and  will  be  amortized  over  the  expected  average  remaining 
service  life  of  the  employee  group. 

Retirement  Allowance 

In  December  1993,  the  Board  of  Trustees  approved  a retirement  allowance 
package  for  the  President.  The  unfunded  liability  at  March  31,  1998  of 
$133,500  (1997  $123,500)  has  been  accrued  and  expensed.  This  liability  was 
determined  by  an  actuary  using  the  same  assumptions  that  were  used  to  value 
the  pension  plan. 


Capital  Lease  Obligation 

The  capital  lease  on  computer  equipment  bears  an  interest  rate  of  5.25%  and 
matures  on  July  1,  1999.  Future  repayments  are  as  follows. 

(thousands  of  dollars) 


Year  ended  March  31 , 

1999  $ 91 

2000  30 


Total  minimum  lease  payments  121 

Less  imputed  interest  (4) 


$ 117 


The  capital  lease  relates  to  approximately  $297,000  of  computer  equipment. 
The  Foundation  has  included  $123,000  of  this  equipment  in  capital  assets 
(Note  4).  In  1997,  the  balance  was  expensed  since  the  equipment  has  been 
transferred  to  the  regional  health  authorities  and  provincial  boards  as  part  of  the 
SEARCH  program. 


Note  7 


Deferred  Contributions 


Note  8 


Deferred  contributions  represent  unspent  resources  externally  restricted  under 
the  Medical  Innovation  Program  and  the  Health  Research  Collaboration 
Agreement.  Amounts  are  amortized  to  revenue  to  the  extent  of  expenses 
incurred  under  these  programs  during  the  current  period.  Changes  in  the 
deferred  contributions  balance  are  as  follows: 


1998  1997 

(thousands  of  dollars) 


Contributions  received  during  the  year: 

Transfers  from  Alberta  Health  under  the  Health 


Research  Collaboration  Agreement 
Interest 

Recoveries  on  Technology 

Commercialization 

$ 

3,200 

244 

$ 

2,700 

327 

1 

3.444 

3.028 

Less  amounts  recognized  as  revenue 
in  the  current  year: 

Health  Research  Collaboration 

Medical  Innovation  Program 

2,980 

1.203 

2,053 

1.150 

4.183 

3.203 

Decrease  during  the  year 

(739) 

(175) 

Balance  at  beginning  of  year 

8.943 

9.118 

Balance  at  end  of  year 

$ 

8.204 

$ 

8.943 

The  balance  is  comprised  as  follows: 

Medical  Innovation  Program 

Health  Research  Collaboration 

5,351 

2.853 

6,310 

2.633 

$ 

8.204 

$ 

8.943 

Net  Assets 

Operations  include  the  biomedical  and  health  programs  of  the  Foundation  which 
are  funded  from  the  transfers  from  the  Endowment  Fund  and  available  cash 
balances.  The  Foundation’s  policy  is  to  retain  funds  in  the  Endowment  Fund 
and  transfers  are  made  only  on  an  as  needed  basis.  This  may  result  in  net 
assets  reflecting  a negative  position. 


Note  9 


Other  Programs 


(a)  Alberta  Foundation  for  Health  Research 

The  Alberta  Foundation  for  Health  Research  operates  under  The  Alberta 
Companies  Act  and  is  a registered  charity  for  income  tax  purposes.  The 
Foundation’s  activities  are  directed  to  promote  and  support  medical  and 
health  research. 


(b)  Medical  Innovation  Program 

The  Foundation  administers  funds  for  the  Medical  Innovation  Program 
on  behalf  of  the  Minister  of  Economic  Development.  The  Program  funds 
the  early  stage  commercial  development  of  medical  and  health  related 
technologies. 

(c)  Health  Research  Collaboration 

The  Foundation  and  Alberta  Health  have  entered  into  an  agreement  to 
facilitate  and  enhance  health  research  and  health  technology 
assessment  and  their  dissemination  in  the  Province  of  Alberta. 


Note  10  Recoveries  on  Technology  Commercialization 

The  Foundation  has  entered  into  various  agreements  to  fund  technology 
commercialization  projects.  The  projects  involved  have  high  scientific  merit,  but 
are  speculative  with  both  technical  and  commercial  risk.  Any  recoveries  by  the 
Foundation  under  these  agreements  will  foe  long  term,  in  some  cases  at  least 
ten  years.  In  addition  to  recoveries,  some  agreements  contain  a provision  for 
future  royalty  payments.  Amounts  ultimately  receivable  by  the  Foundation  are 
not  determinable  at  this  time  and  will  be  recognized  as  revenue  when  they  are 
due  and  collection  is  reasonably  assured. 


Note  1 1 


Salaries  and  Benefits 


1 

1998 

1997 

Number 

Number 

of 

of 

Individuals 

Salaries(l) 

Benefits(2) 

Total(3) 

Individuals  Total(3) 

Chairman 

1 $ 

10,405 

$ 

$ 10,405 

1 $ 

9,615 

Board  of  Trustees 

8 

73,940 

1.007 

74,947 

8 

60,239 

84.345 

1,007 

85,352 

69,854 

President  and  Chief 

Executive  Officer 

1 

178,000 

35,766 

213,766 

1 

200,962 

Director,  Grants  and  Awards 

1 

90,408 

13,712 

104,120 

1 

107,865 

Director,  Health  Technology 
Assessment 

1 

102,500 

16,349 

118,849 

1 

84,157 

Financial  Officer 

1 

75,000 

13,997 

88,997 

1 

90,315 

Other  salaried  staff  (average 

1998  $40,942 

1997  $45,561 

25  (4) 

879,676 

143,868 

1,023,544 

19  (4) 

865,668 

Non-salaried  staff 

2 

3,384 

205 

3,589 

2 

1 1 .765 

1,328,968 

223,897 

1,552,865 

1,360,732 

$ 1,413,313 

$ 

224,904 

$ 1,638,217 

$ 1,430,586 

(1)  Salaries  include  regular  base  pay,  overtime,  retainers,  honoraria,  and  any  other  direct  cash  renumeration. 

(2)  Benefits  include  the  Foundation's  share  of  all  employee  benefits  and  contributions  or  payments  made  on  behalf  of  employees  including 
vacation  payouts,  pension,  health  care,  dental  coverage,  out-of-country  medical  benefits,  group  life  insurance,  accidental  disability 
and  dismemberment  insurance,  long  and  short-term  disability  plans  and  professional  memberships. 

<3)  Salaries  and  benefits  are  distributed  to  various  expense  categories  including  committee  meetings  and  fees,  Trustee  meeting  and  fees, 
salaries  and  benefits  and  office  administration. 

(4)  Number  of  individuals  is  stated  in  terms  of  full-time  equivalents, 


Note  12  Commitments 

(a)  Office  Premises 

The  Foundation  has  entered  into  a 65  month  lease  for  office  premises. 
This  lease  expires  on  May  31 , 2001. 


Note  12 


Commitments  (continued) 


(b)  Total  commitments  pertain  to  the  following  fiscal  years: 


Grants 

and  Office 


Awards 

Premises 

Total 

(thousand  of  dollars) 

1998-1999 

$20,528 

$ 

48 

$ 

20,576 

1999-2000 

9,117 

48 

9,165 

2000-2001 

5,541 

57 

5,598 

2001-2002 

2,645 

10 

2,655 

2002-2003 

480 

. 

480 

S38.311 

$ 

163 

$ 

38.474 

Note  13  Budget 

The  budget  process  involves  the  determination  of  the  cost  for  the  estimated 
number  of  investigators  sponsored  for  Foundation  awards  and  meeting 
standards  of  excellence  which  the  Foundation  could  support  within  the  spending 
guidelines  and  program  objectives  laid  out  by  the  Board  of  Trustees  of  the 
Foundation.  Variance  from  budget  is  determined  in  a large  part  by  the  number 
and  quality  of  actual  applications  received  and  deferred  or  declined  awards. 

The  1997-98  budget  was  approved  by  the  Board  of  Trustees  in  March  5,  1997. 
Following  is  the  consolidated  budget: 


Actual  Budget 


Revenue 

$ 

37,222 

$ 

35,992 

Grants  & Awards 

(30,814) 

(33,930) 

Program  Operation 

(878) 

(1,014) 

Administration 

(2.608) 

(2.455) 

Excess  (deficiency)  of 
revenue  over  expense 

$ 

2.922 

$ 

(1.407) 

Funds  are  budgeted  and  transferred  from  the  Endowment  Fund  on  an  as 
needed  basis. 


Note  14 


Uncertainty  Due  to  the  Year  2000 


The  year  2000  issue  is  the  result  of  some  computer  programs  being  written 
using  two  digits  rather  than  four  to  define  the  applicable  year.  Foundation 
computer  programs  that  have  date  sensitive  software  may  recognize  a date 
using  “00”  as  the  year  1900  rather  than  the  year  2000,  which  could  result  in 
miscalculations  or  system  failures.  In  addition,  similar  problems  may  arise  in 
some  systems  if  certain  dates  in  1999  are  not  recognized  as  a valid  date  or  are 
recognized  to  represent  something  other  than  a date.  The  effects  of  the  year 
2000  issue  may  be  experienced  before,  on,  or  after  January  1 , 2000.  If  not 
addressed  the  effect  on  operations  and  financial  reporting  may  range  from 
minor  error  to  significant  systems  failure  that  could  affect  the  ability  to  conduct 
some  Foundation  operations. 

The  Foundation  is  currently  working  to  resolve  the  potential  effect  of  the  year 
2000  on  the  processing  of  date  sensitive  information  by  the  Foundation’s 
computerized  information  systems  in  a timely  manner.  The  costs  of  addressing 
potential  problems  by  modifying,  replacing  or  retiring  significant  portions  of 
computerized  information  systems  are  not  expected  to  have  a material  adverse 
effect  on  the  Foundation’s  financial  condition.  Despite  the  Foundation’s  efforts 
to  address  this  issue,  it  is  not  possible  to  be  certain  that  all  aspects  of  the  year 
2000  issue  affecting  the  Foundation,  including  those  related  to  the  efforts  of 
customers,  suppliers  and  other  third  parties  will  be  fully  resolved. 


Note  15  Comparative  Figures 

Certain  1997  figures  have  been  reclassified  to  conform  to  1998  presentation. 


Note  16  Approval  of  Financial  Statements 

These  financial  statements  were  reviewed  by  the  Audit  Committee  and 
recommended  to  the  Board  of  Trustees  for  approval. 
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AUDIT 

GENEI 

Alberta 


AUDITOR’S  REPORT 


To  the  Members  of  the  Alberta  Foundation 
for  Health  Research 


I have  audited  the  statement  of  financial  position  of  the  Alberta  Foundation  for  Health  Research 
as  at  March  31,  1998  and  the  statements  of  operations,  changes  in  net  assets,  and  cash  flows  for 
the  year  then  ended.  These  financial  statements  are  the  responsibility  of  the  Foundation’s 
management.  My  responsibility  is  to  express  an  opinion  on  these  financial  statements  based  on 
my  audit. 

I conducted  my  audit  in  accordance  with  generally  accepted  auditing  standards.  Those  standards 
require  that  I plan  and  perform  an  audit  to  obtain  reasonable  assurance  whether  the  financial 
statements  are  free  of  material  misstatement.  An  audit  includes  examining,  on  a test  basis, 
evidence  supporting  the  amounts  and  disclosures  in  the  financial  statements.  An  audit  also 
includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by 
management,  as  well  as  evaluating  the  overall  financial  statement  presentation. 

In  my  opinion,  these  financial  statements  present  fairly,  in  all  material  respects,  the  financial 
position  of  the  Foundation  as  at  March  31,  1998  and  the  results  of  its  operations  and  the  changes 
in  its  financial  position  for  the  year  then  ended  in  accordance  with  generally  accepted  accounting 
principles. 


UMA  FCA 
Auditor  General 


Edmonton,  Alberta 
June  12,  1998 


ALBERTA  FOUNDATION  FOR  HEALTH  RESEARCH 


STATEMENT  OF  FINANCIAL  POSITION 

MARCH  31,  1998 


ASSETS 

1998  1997 

(unaudited) 

Cash  $ 610,582  $ 276 

Accounts  receivable  - 19_ 

$ 610,582  $ 295 


Net  assets 


LIABILITIES  AND  NET  ASSETS 

1998 

$ 610,582 


1997 


$ 295 


The  accompanying  notes  are  part  of  these  financial  statements. 


ALBERTA  FOUNDATION  FOR  HEALTH  RESEARCH 


STATEMENT  OF  OPERATIONS 
FOR  THE  YEAR  ENDED  MARCH  31 . 1 998 


1998 

1997 

Revenue 

(unaudited) 

Donations 

$ 602,329 

$ 50 

Interest 

11,395 

16 

613,724 

66 

Expenses 

Professional  Fees 

3,437 

289 

Excess  (deficiency)  of  revenue  over 

expense  for  the  year  $ 610,287  $ (223) 


ALBERTA  FOUNDATION  FOR  HEALTH  RESEARCH 


STATEMENT  OF  CHANGES  IN  NET  ASSETS 

FOR  THE  YEAR  ENDED  MARCH  31.  1998 


Unrestricted 

1998 

1997 

(unaudited) 

Balance  at  beginning  of  year 

$ 295 

$ 

295 

$ 

518 

Excess  (deficiency)  of  revenue  over 
expense 

610,287 

610,287 

(223) 

Balance  at  end  of  year 

$ 610,582 

$ 

610,582 

$ 

295 

ALBERTA  FOUNDATION  FOR  HEALTH  RESEARCH 


STATEMENT  OF  CASH  FLOWS 
FOR  THE  YEAR  ENDED  MARCH  31.  1998 


Operating  activities: 

1998 

1997 

(unaudited) 

Cash  received  from  operations 

$ 613,743 

$ 66 

Cash  paid  for  program  operations 

(3,437) 

(289) 

Net  Increase  (decrease)  in  cash  for  the  year 

610,306 

(223) 

Cash  at  beginning  of  year 

276 

499 

Cash  at  end  of  year 

S 610,582 

$ 276 

ALBERTA  FOUNDATION  FOR  HEALTH  RESEARCH 


Note  1 


Note  2 


NOTES  TO  THE  FINANCIAL  STATEMENTS 


MARCH  31.  1998 


Authority  and  Purpose 

The  Alberta  Foundation  for  Health  Research,  a subsidiary  of  the  Alberta  Heritage 
Foundation  for  Medical  Research,  operates  under  The  Alberta  Companies  Act 
and  is  a registered  charity  for  income  tax  purposes.  The  Foundation  was 
incorporated  on  November  17,  1994  and  commenced  operations  during  1998. 
The  Foundation’s  activities  are  directed  to  promote  and  support  medical  and 
health  research. 


Significant  Accounting  Policies  and  Reporting  Practices 


(a)  Cash 

Cash  consists  of  deposits  in  the  Consolidated  Cash  Investment  Trust 
Fund  of  the  Province  of  Alberta.  The  Fund  is  invested  primarily  in 
securities  maturing  in  less  than  one  year  which  are  either  issued  or 
guaranteed  by  the  Canadian  federal  and  provincial  governments, 
deposits  given  by  or  guaranteed  by  chartered  banks,  or  short-term 
investment-grade-quality  notes  of  Canadian  corporations.  Interest  is 
earned  on  the  daily  cash  balance  at  the  average  rate  or  earnings  of  the 
Fund  which  varies  depending  on  prevailing  market  interest  rates. 


(b)  Fair  Value  of  Financial  Instruments 

Short-term  instruments  are  valued  at  their  carrying  amounts  included  on 
the  consolidated  statements  of  financial  position,  which  are  reasonable 
estimates  of  fair  value  due  to  the  relatively  short  period  to  maturity  of  the 
instruments.  This  approach  applies  to  cash  and  accounts  receivable. 


Note  2 


Significant  Accounting  Policies  and  Reporting  Practices  (continued) 
(c)  Revenue  Recognition 


Note  3 


Note  4 


Restricted  contributions  are  recognized  as  revenue  in  the  year  in  which 
the  related  expenses  are  incurred.  Restricted  contributions  received  for 
future  expenses  are  deferred  until  that  future  period  when  they  are 
transferred  to  revenue. 

Unrestricted  contributions  are  recognized  as  revenue  in  the  current 
period  if  the  amount  to  be  received  can  be  reasonably  estimated  and 
collection  is  reasonably  assured.  Endowment  contributions  are 
recognized  as  direct  increases  in  net  assets. 

Restricted  investment  income  is  recognized  as  revenue  in  the  year  in 
which  the  related  expenses  are  incurred.  Unrestricted  investment  income 
is  recognized  as  revenue  when  earned. 


Budget 

A 1997-1998  budget  was  not  prepared. 

Approval  of  Financial  Statements 

These  financial  statements  were  reviewed  and  approved  by  the  Board  of 
Directors. 


. 


Ministry  Index 


ALPHABETICAL  LIST  OF  ENTITIES'  FINANCIAL  INFORMATION  IN 
MINISTRY  ANNUAL  REPORTS 

ENTITIES  INCLUDED  IN  THE  CONSOLIDATED  GOVERNMENT  REPORTING  ENTITY 


Ministry , Department,  Fund  or  Agency 

Ministry  Annual  Report 

Agriculture  Financial  Services  Corporation 

Agriculture,  Food  and  Rural  Development  Revolving  Fund 
Alberta  Agricultural  Research  Institute 

Alberta  Alcohol  and  Drug  Abuse  Commission 

Alberta  Dairy  Control  Board 

Alberta  Energy  and  Utilities  Board 

Alberta  Foundation  for  the  Arts 

Alberta  Gaming  and  Liquor  Commission 

Alberta  Heritage  Foundation  for  Medical  Research 
Endowment  Fund 

Agriculture,  Food  and  Rural  Development 
Agriculture,  Food  and  Rural  Development 
Agriculture,  Food  and  Rural  Development 
Community  Development 

Agriculture,  Food  and  Rural  Development 
Energy 

Community  Development 

Economic  Development 

Treasury 

Alberta  Heritage  Savings  Trust  Fund 

Alberta  Heritage  Scholarship  Fund 

Alberta  Insurance  Council 

Alberta  Intermodal  Services  Ltd. 

Alberta  Motion  Picture  Development  Corporation 

Alberta  Municipal  Financing  Corporation 

Alberta  Oil  Sands  Technology  and  Research  Authority 
Alberta  Opportunity  Company 

Alberta  Pensions  Administration  Corporation 

Alberta  Petroleum  Marketing  Commission 

Alberta  Research  Council 

Alberta  Risk  Management  Fund 

Alberta  School  Foundation  Fund 

Alberta  Science  and  Research  Authority 

Alberta  Securities  Commission 

Alberta  Social  Housing  Corporation 

Alberta  Special  Waste  Management  Corporation 

Alberta  Sport,  Recreation,  Parks  and  Wildlife  Foundation 
Alberta  Treasury  Branches 

ATB  Investment  Services  Inc. 

Chembiomed  Ltd.  (in  liquidation) 

Credit  Union  Deposit  Guarantee  Corporation 

Crop  Reinsurance  Fund  of  Alberta 

Department  of  Agriculture,  Food  and  Rural  Development 
Department  of  Community  Development 

Department  of  Economic  Development 

Department  of  Education 

Department  of  Energy 

Department  of  Environmental  Protection 

Department  of  Family  and  Social  Services 

Department  of  Justice 

Department  of  Municipal  Affairs 

Department  of  Public  Works,  Supply  and  Services 
Department  of  Science,  Research  and  Information 
Technology 

Treasury 

Treasury 

Treasury 

Treasury 

Economic  Development 

Treasury 

Energy 

Economic  Development 

Treasury 

Energy 

Science,  Research  and  Information  Technology 
Treasury 

Education 

Science,  Research  and  Information  Technology 
Treasury 

Municipal  Affairs 

Environmental  Protection 

Community  Development 

Treasury 

Treasury 

Treasury 

Treasury 

Agriculture,  Food  and  Rural  Development 
Agriculture,  Food  and  Rural  Development 
Community  Development 

Economic  Development 

Education 

Energy 

Environmental  Protection 

Family  and  Social  Services 

Justice 

Municipal  Affairs 

Public  Works,  Supply  and  Services 

Science,  Research  and  Information  Technology 

Department  of  Transportation  and  Utilities 

Department  of  Treasury 

Economic  Development  and  Tourism  Revolving  Fund 

Transportation  and  Utilities 

Treasury 

Economic  Development 
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ENTITIES  INCLUDED  IN  THE  CONSOLIDATED  GOVERNMENT  REPORTING  ENTITY- 

CONTINUED 


Ministry,  Department,  Fund  or  Agency 

Education  Revolving  Fund 

Environmental  Protection  and  Enhancement  Fund 
Environmental  Protection  Revolving  Fund 
475342  Alberta  Ltd.  (in  liquidation) 

Gainers  Inc. 

Gas  Alberta  Operating  Fund 
Historic  Resources  Fund 

Human  Rights,  Citizenship  and  Multiculturalism 
Education  Fund 

Livestock  Patrons'  Assurance  Fund 
Lottery  Fund 

Ministry  of  Advanced  Education  and  Career  Development 1 

Ministry  of  Agriculture,  Food  and  Rural  Development 

Ministry  of  Community  Development 

Ministry  of  Economic  Development 

Ministry  of  Education 

Ministry  of  Energy 

Ministry  of  Environmental  Protection 

Ministry  of  Executive  Council 1 

Ministry  of  Family  and  Social  Services 

Ministry  of  Health  1 

Ministry  of  Intergovernmental  and  Aboriginal  Affairs  1 

Ministry  of  Justice 

Ministry  of  Labour 1 

Ministry  of  Municipal  Affairs 

Ministry  of  Public  Works,  Supply  and  Services 

Ministry  of  Science,  Research  and  Information  Technology 

Ministry  of  Transportation  and  Utilities 

Ministry  of  Treasury 

N.A.  Properties  (1994)  Ltd. 

Natural  Resources  Conservation  Board 
NFI  Finance,  Inc.  (in  liquidation) 

Persons  with  Developmental  Disabilities  Foundation 
Public  Works,  Supply  and  Services  Revolving  Fund 
S C Financial  Ltd. 

Science  and  Research  Fund 

The  Alberta  Government  Telephones  Commission 

The  Alberta  Historical  Resources  Foundation 

The  Government  House  Foundation 

The  Wild  Rose  Foundation 

Transportation  Revolving  Fund 

Treasury  Revolving  Fund 

Utility  Companies  Income  Tax  Rebates  Fund 

Victims  of  Crime  Fund 


Ministry  Annual  Report 
Education 

Environmental  Protection 
Environmental  Protection 
Treasury 
Treasury 

Transportation  and  Utilities 
Community  Development 
Community  Development 

Agriculture,  Food  and  Rural  Development 

Economic  Development 

Advanced  Education  and  Career  Development 

Agriculture,  Food  and  Rural  Development 

Community  Development 

Economic  Development 

Education 

Energy 

Environmental  Protection 
Executive  Council 
Family  and  Social  Services 
Health 

Intergovernmental  and  Aboriginal  Affairs 

Justice 

Labour 

Municipal  Affairs 

Public  Works,  Supply  and  Services 

Science,  Research  and  Information  Technology 

Transportation  and  Utilities 

Treasury 

Treasury 

Environmental  Protection 
Treasury 

Family  and  Social  Services 
Public  Works,  Supply  and  Services 
Treasury 

Science,  Research  and  Information  Technology 
Treasury 

Community  Development 

Community  Development 

Community  Development 

Transportation  and  Utilities 

Treasury 

Treasury 

Justice 


1 Ministry  includes  only  the  department  so  separate  department  information  is  not  necessary. 
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ENTITIES  NOT  INCLUDED  IN  THE  CONSOLIDATED  GOVERNMENT 

REPORTING  ENTITY 


Fund  or  Agency 
Alberta  Cancer  Board 

Alberta  Heritage  Foundation  for  Medical  Research 
Alberta  Teachers'  Retirement  Fund  Board 
Improvement  Districts  Trust  Account 
Local  Authorities  Pension  Plan 
Long-Term  Disability  Benefit  Fund-Bargaining  Unit 
Long-Term  Disability  Benefit  Fund-Management,  Opted 
Out  and  Excluded 

Management  Employees  Pension  Plan 
Provincial  Judges  and  Masters  in  Chambers  Pension  Plan 
Provincial  Mental  Health  Advisory  Board 
Public  Post  Secondary  Institutions 

Public  Service  Management  (Closed  Membership)  Pension 
Plan 

Public  Service  Pension  Plan 
Regional  Health  Authorities 
School  Boards 
Special  Areas  Trust  Account 
Special  Forces  Pension  Plan 
Universities  Academic  Pension  Plan 
Workers'  Compensation  Board 


Ministry  Annual  Report 
Health 

Science,  Research  and  Information  Technology 

Education 

Municipal  Affairs 

Treasury 

Advanced  Education  and  Career  Development 
Advanced  Education  and  Career  Development 

Treasury 

Treasury 

Health 

Advanced  Education  and  Career  Development 
Treasury 

Treasury 

Health 

Education 

Municipal  Affairs 

Treasury 

Treasury 

Labour 
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